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Some Essentials of a Defense Economy 


Let’s forget everything except the 
welfare of our country—W. S. 
Knudsen. 


NTO the discard must go one phrase 
that pops up whenever this or any 
other country finds itself faced with 

the necessity for making war or defense 


preparations. This phrase is “business 
as usual.” A moment’s reflection will 
show that we are not in our usual busi- 
ness, which is that of producing and 
exchanging the goods of a peace-time 
economy, but that suddenly we have 
been called upon to produce the imple- 
ments of war. Of course, had we enough 
labor, plant capacity and time to per- 
mit us to impose these war demands 
upon those of peace, then in that case 
we could well say “business as usual.” 
Some of these essentials we have; for 
example enough man power, in quan- 
tity, though not of the kind specially 
needed, and the same is true as regards 
plant equipment and capacity. It is 
generally conceded that we are short on 
time. 

This being true, consideration will 
have to be given to what are essentials 
and non-essentials. We simply cannot 
produce quickly enough the implements 
of war and at the same time go on 
producing many things by no means 
vital to our health and happiness. 

Even were the country in the piping 


times of peace, which assuredly it is 
not, we might wisely gear our produc- 
tive facilities more closely than at pres- 
ent to the production of essentials, es- 
pecially such as clothing and shelter, 
rather than to do as we are still doing, 
devoting so much of our productive 
energy to things not so urgently needed. 
But this is a problem for other times 
and different circumstances. 

What we need to do now, and to do 
with the least possible loss of time and 
of wisdom, is to turn out the implements 
of national defense. 

In order to reach this result, we shall 
shortly have to submit to priorities, to 
rationing, and to the allocation of capi- 
tal to war industries, to the exclusion 
of less urgent needs. 

And in carrying out this program 
more and harder work will be required. 
The first thing is to find a way to put 
all the unemployed at useful jobs. But 
this will not be enough. We shall have 
to forget all about a week of five days 
and forty hours, and arrange for essen- 
tial production every week-day for 
twenty-four hours per day. 

The capital resources, the industrial 
plants, and all our national energies, 
must to the extent possible without im- 
pairing indispensable services, be speed- 
ily enlisted in our immediate and press- 
ing duty—the defense of the United 
States of America. 
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“SHORT OF WAR” 


AND there is another favorite phrase 
that, however much it may cause 

pain to certain timid souls, must be for- 

gotten—“short of war.” 

You cannot have failed to notice that 
in his message to Congress the Presi- 
dent did not use this expression; on the 
contrary, he plainly stated that no 
threats of dictators should turn us aside 
from what we considered our manifest 
duty in providing for our own defense. 

While this phrase was invented to 
express a desire to keep out of war, it 
was at best unworthy of a great and 
powerful nation. It evidenced an un- 
willingness to accept responsibility for 
the consequences of our own acts. If 
we really wished to keep out of war, 
we should have refrained from doing 
those things which lead us into war. 
This we have not done. But even had 
we adopted this course, it probably 
would have proved ineffective. Timidity 
is a quality for which dictators have 
little regard. They are more likely to 
pay attention to a firm policy on the 
part of the American Government, 
backed up, as that policy is and will 
continue to be, by a united people. 

This is not a plea for our entrance 
into the European and Asiatic wars. It 
is an expression of the opinion that by 
solidly supporting the President and his 
Administration, in the policy now being 
followed, may be found the surest means 
of keeping us out of war altogether, as 
it certainly will be most efficacious in 
assuring our own national defense. 

Neither among bankers nor among 
any other section of patriotic Americans 
can there be any division of opinion re- 
garding national defense. They will 
pledge to this cause now, as they did 
on another historic occasion, their lives, 
their fortunes and their sacred honor. 


© 


A CONFICT OF MONETARY 
POLICY 


B ETWEEN the Treasury of the United 

States and the Board of Governors 
of the Federal Reserve System a con- 
flict of opinion has arisen relating to 


bank reserves, and incidentally to rates 
of interest. 

In a report made to Congress, by the 
Board, the Presidents of the Federal 
Reserve Banks, and the Federal Ad- 
visory Council, these proposals were 
made: 


1. Congress should provide means for 
absorbing a large part of existing excess 
reserves, which amount to $7,000,000,000, 
as well as such additions to these reserves 
as may occur. Specifically, it is recom- 
mended that Congress— 

(a) Increase the statutory reserve re- 
quirements for demand deposits in banks 
in central reserve cities to 26 per cent; 
for demand deposits in banks in reserve 
cities to 20 per cent; for demand deposits 
in country banks to 14 per cent; and for 
time deposits in all banks to 6 per cent. 

(b) Empower the Federal Open Market 
Committee to make further increases of 
reserve requirements sufficient to absorb 
excess reserves, subject to the limitation 
that reserve requirements shall not be in- 
creased to more than double the respective 
percentages specified in paragraph (a). 

(The power to change reserve require- 
ments, now vested in the board of gov- 
ernors, and the control of open market 
operations, now vested in the Federal 
Open Market Committee, should be placed 
in the same body.) 

(c) Authorize the Federal Open Market 
Committee to change reserve requirements 
for central reserve city banks, or for re- 
serve city banks, or for country banks, 
or for any combination of these three 
classes. 

(d) Make reserve requirements ap- 
plicable to all banks receiving demand de- 
posits, regardless of whether or not they 
are members of the Federal Reserve Sys- 
tem. 

(e) Exempt reserves required under 
paragraphs (a), (b) and (d) from the 
assessments of the Federal Deposit Insur- 
ance Corporation. 

2. Various sources of potential increases 
in excess reserves should be removed. These 
include: the power to issue three billions 
of greenbacks; further monetization of for- 
eign silver; the power to issue silver cer- 
tificates against the seigniorage, ‘now 
amounting to one and a half billion dollars 
on previous purchases of silver. In view 
of the completely changed international 
situation during the past year, the power 
further to devalue the dollar in terms of 
gold is no longer necessary or desirable 
and should be permitted to lapse. If it 
should be necessary to use the stabilization 
fund in any manner which would affect 
excess reserves of banks of this country, 
it would be advisable if it were done only 
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after consultation with the Federal Open 
Market Committee, whose responsibility it 
would be to fix reserve requirements. 

8. Without interfering with any assist- 
ance that this Government may wish to 
extend to friendly nations, means should 
be found to prevent further growth in ex- 
cess reserves and in deposits arising from 
future gold acquisitions. Such acquisitions 
should be insulated from the credit system 
and, once insulated, it would be advisable 
if they were not restored to the credit 
system except after consultation with the 
Federal Open Market Committee. 

4, The financing of both the ordinary re- 
quirements of Government and _ extra- 
ordinary needs of the defense program 
should be accomplished by drawing upon 
the existing large volume of deposits rather 
than by creating additional deposits 
through bank purchases of Government se- 
curities. We are in accord with the view 
that the general debt limit should be raised; 
that the special limitations on defense 
financing should be removed; and that the 
Treasury should be authorized to issue any 
type of securities (including fully taxable 
securities) which would be especially suit- 
able for investors other than commercial 
banks. This is clearly desirable for mone- 
tary as well as fiscal reasons. 


. 


5. As the national income increases a 
larger and larger portion of the defense 
expenses should be met by tax revenues 
rather than by borrowing. Whatever the 
point may be at which the budget should 
be balanced, there cannot be any question 
that whenever the country approaches a 
condition of full utilization of its economic 
capacity, with appropriate consideration 
of both employment and production, the 
budget should be balanced. This will be 
essential if monetary responsibility is to 
be discharged effectively. 


The implications of these proposals 
are far-reaching, but their most inter- 
esting features relate to banking reserves 
as a potential source of inflation and the 
effect that the proposals, if adopted, 
would have on the rate of interest and 
on the bond market, specially as relates 
to Treasury obligations. Some evidence 
respecting the latter was afforded by a 
decline in these obligations shortly fol- 
lowing the publication of the Board’s 
recommendation. Incidentally, it may 
be stated that heavy purchases by banks 
arrested this decline. 


Of far deeper significance is the 
fundamental problem these proposals 
bring forward as to where the country’s 


monetary policy should be lodged. 
Should it be confined to the Treasury, 
to the Board, or to both? The answer 
to this inquiry is thus given in the 
Board’s report: 

It is vital to the success of these meas- 
ures that there be unity of policy and full 
coordination of action by the various gov- 
ernmental bodies. A monetary system di- 
vided against itself cannot stand securely. 
In the period that lies ahead a secure 
monetary system is essential to the success 
of the defense program and constitutes an 
indispensable bulwark of the nation. 


For some time these powers have been 
divided between the Treasury and the 
Federal Reserve. From a strict stand- 
point of a sound banking and credit 
policy, this authority should be lodged 
with the Reserve Board, for the obvious 
reason that, in theory at least, the Treas- 
ury at any given time may be interested 
in the effect of a policy on political af- 
fairs, while (again in theory) the Board 
would act solely with reference to the 
effect on the credit and general economic 
situation, irrespective of political con- 
siderations. Now, it may be plausibly 
argued that the Treasury is just as much 
concerned in the soundness of the credit 
and economic situation as the Board, 
nor can the latter be considered as 
wholly free from political influences, its 
members being designated by the head 
of the ruling political party. 

From the point of effective control, a 
unified policy would be, in ordinary 
times, highly desirable. But these are 
not ordinary times, and conceivably, in 
attempting to impose a sound policy, 
the action of the Board might be an- 
tagonistic to the Treasury’s require- 
ments. The reaction of Secretary Mor- 
genthau to the Board’s proposals gives 
weight to this view. 

Should banking reserves be sharply 
increased in order to forestall the threat- 
ened inflation, the effects on bank credit, 
earnings, investments and the rate of 
interest would set in operation a num- 
ber of forces whose results cannot be 
foreseen. There is general agreement 
that abnormally low rates of interest, 
however desirable as a stimulating force 
in times of depression, constitute a mis- 
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chievous element when business has 
fully revived. 

It is undeniable that the low rates of 
interest and the excessive bank reserves 
do contain the elements of inflation. So 
long as the depression lasted this danger 
could hardly emerge, although there has 
been some inflation in bond prices, in 
bank deposits, and in currency in cir- 
culation. Since last summer the com- 
modity price level has also been rising. 

_ Whether there should be uniformity 
of bank reserve in all sections of the 
country is open to question, the country 
not being of a uniform pattern in its 
credit requirements. 

One can readily understand the con- 
flict between the Board and the Treas- 
ury, the former looking broadly at the 
banking and credit situation, while the 
latter may have to look rather narrowly 
at the market for United States bonds. 
The difference is very real. To resolve 
the problem will most likely call for 
the spirit of compromise applicable to 
many difficult situations. It is essential, 
in these times, that Treasury operations 
should not be hampered. Equally is it 
desirable that the dangers of inflation 
be recognized and counteracted. 
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THE BUDGET MESSAGE 


HE outstanding item in the budget 
message which the President trans- 
mitted to the Congress on January 8 is 
the colossal figure of $17,500,000,000 
to be provided for the fiscal year end- 


ing June 30, 1942. Some consolation 
may be extracted from the accompany- 
ing statement of the President that for 
the same period “we expect the largest 
national income for the nation as a 
whole and also the largest tax receipts.” 
But this consolatory statement is ob- 
scured by the further fact, recognized 
by the President, that the figure of $17,- 
500,000,000 is only tentative, and that 
we do not know in fact, and at this time 
cannot know, what the actual outlays 
for the next fiscal year may be. That 
will be determined by the course of 
events. 


Some disappointment is naturally felt 
that the budget does not provide for a 
greater reduction in expenditures for 
purposes other than national defense. 
While this reduction is far less than the 
country had been led to expect, the dif_i- 
culties in making the desired reductions 
are well understood. Those receiving 
benefits from the public Treasury come 
to regard them as a vested right, of 
which the beneficiaries are not to be 
deprived—a consideration to be taken 
into account when the benefits are ex- 
tended rather than to deplore their 
tenacity afterwards. 

The net deficit for the fiscal year end- 
ing June 30, 1942, is estimated at 
$9,210,093,049, compared with $6,189,- 
440,970 for the present fiscal year (end- 
ing June 30, 1940), and $3,611,065,036 
for the fiscal year ending June 30, 1940. 
It is not improbable, when the final fig- 
ures are in, that the 1942 deficit will 
equal the combined deficits of 1940 and 
1941. 

The President told the country that 
it would be impossible to finance the de- 
fense policy by taxation alone, and that 
resort must be had to borrowing. 

It would seem that if individual in- 
vestors are to participate extensively in 
supplying the funds the Treasury will 
need, the yield of Government bonds 
will have to be made more attractive. 
The weight of financial opinion is 
against Treasury borrowings from the 
banks on the large scale that will be 
necessary to finance the defense pro- 
gram. Not only are the banks already 
heavily loaded with Treasury obliga- 
tions, but it is realized that this method 
of financing is inflationary, while bor- 
rowing out of individual savings is not. 

We entered the World War with a 
public debt of some $1,000,00,000. Now 
we confront a defense program with a 
debt more than forty times greater. As 
was long ago pointed out in these pages, 
our peace-time financial policy should 
have been conducted with regard to the 
possibility of war demands. But, as the 
President says, “we can meet the de- 
mands of armament because we are a 
people with the will to defend and the 
means to defend.” 
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“E 
XPERTENCE”—a word so 
frequently used in these adver- 
tisements, has an exact meaning. 


We are able the better to serve 
other banks because for more 
than one hundred and _thirty- 
seven years we have been dealing 


with the daily operating problems 


that are common to all banks. 


Out of our own experience we 





have learned how best to meet 
your needs. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital, Surplus and Undivided Profits 
$44,000,000 


Member of Federal Deposit Insurance Corporation 
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Credit Trends in a 


Defense Economy 


N the year and a half that World 
War II has raged, despite the fact 
that our conversion to a defense 
economy has been accelerated only 
since the national elections, certain 
trends in the course of bank credit ex- 
pansion already are clearly discernible. 

First, with the development of a 
bankable contract under the Barkley- 
Sumners (Assignment of Claims) Act, 
commercial banks will find it possible 
to finance to a larger extent the credit 
requirements of concerns doing Govern- 
ment business—either for plant con- 
struction under Government commit- 
ment to pay periodically therefor; or 
for production contracts necessitating 
additional working capital or working 
funds. An RFC “ceiling” on rates of 
114 per cent on loans carrying Govern- 
ment commitments and 4 per cent on 
other defense loans should not deter 
banks in the money centers where 
money rates are low from booking a 
large volume of such loans at such 
rates. Indeed, the term of such loans 
might be more important to the larger 
banks, some institutions preferring not 
to extend loans of this type with ma- 
turities of over five years. 

Besides such directly created credit 
demand, the huge National Defense 
Program should indirectly create a 
further source of demand for bank 
credit through its stimulation of busi- 
ness in general. Larger corporations, 
with tremendous cash resources, are 
hardly likely to join this demand to any 
important extent. But the rank and file 
of medium and smaller sized concerns 
through the distribution of defense 


By F. L. Garcia 


Statistician, Hoit, Rose & Troster, 
New York City 


work by sub-contracting, should con- 
tinue the stimulation of bank loans 
which already has carried commercial 
loan volume of reporting banks in 100 
cities outside New York to above the 
1937 peak and has brought the New 
York loan volume to a point just below 
that recovery high. 


Defense Program Financing 


Secondly, the Government will prob- 
ably rely upon commercial banks for 
substantial buying support of whatever 
proportion of defense expenditures is 
raised by borrowing, despite probable 
increased sales of bonds to the public. 
If given the choice of adding to already 
swollen Government security holdings 
yielding low returns and entailing the 
risk of market depreciation; or replen- 
ishing the abnormally low volume of 
loans carrying higher rates than Gov- 
ernments, commercial banks naturally 
would prefer the latter. So far, since 
the outbreak of war, this preference is 
buried in the statistics showing expan- 
sion in Government securities constitut- 
ing the bulk of the expansion in earning 
assets. However, in the last six months, 
various leading banks have overtly 
manifested this preference by shorten- 
ing of maturities and repression in ex- 
pansion of holdings of Governments, 
despite tax exemption on present issues. 
Instead, these banks have kept in cash 
form a large portion of recent accre- 
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tions to reserves, rather than add to 
Governments volume already totaling 
five and six times capital funds. 

Thirdly, faced with this increased 
availability of loans and reluctance of 
banks to increase their already large 
position in Governments, the Treasury 
may be obliged to make yields on de- 
fense bonds more attractive, despite the 
huge total of excess reserves. Of course, 
short-term defense obligations would 
probably continue to command low 
rates. But better returns on long-term 
issues should mean somewhat better 
money rates generally and a lowering 
of abnormally high premiums for Gov- 
ernments, especially should excess re- 
serves be decreased and gold imports 
sterilized, as urged by exponents of in- 
flation control. 


Inflation Control 


The issue of how to finance the huge 
National Defense Program brings into 
sharp focus this general problem of in- 
flation control. Tentatively estimated at 
$28 billion for the three-year period 
ending June 30, 1942, of which a large 
proportion would inevitably have to be 
borrowed, the program would have a 
three-fold effect on commercial bank 
credit: (1) expansion of loans, directly 
or indirectly; (2) expansion in holding 
of Government obligations; (3) further 
increase in record volume of deposits. 


The bond financing phase of the pro- 
gram poses the difficult problem of how 
to finance readily and at low cost with- 
out adding substantially to the tremen- 
dous supply of primary deposits already 
existing, which with an acceleration in 
turnover .could readily lead to an in- 
jurious inflation not subject to direct 
control by the credit authorities. 

The Treasury would naturally like to 
rely on commercial banks for the place- 
ment of a large portion of defense 
obligations, as commercial banks. with 
excess reserves of $7 billion and pos- 
sessing already about 30 per cent of the 
Federal debt, have been among the best 
customers of the Treasury. Further- 
more, the Treasury would obviously dis- 
like any measures which would tend to 


harden interest rates and thus affect 
bond prices and raise interest costs on 
future issues. 

But as such financing through the 
banks would seriously complicate efforts 
to control inflation, it would admittedly 
be more desirable to finance through 
insurance companies, savings banks, in- 
vestment companies and other non-com- 
mercial bank institutional investors, in- 
cluding individuals, which investors 
would subscribe for their bonds - by 
drawing on their bank balances; this, 
like increased taxes, would be defla- 
tionary rather than inflationary. 

When, in addition, powers to increase 
reserve requirements and _ centralize 
open market operations were given to 
the Board of Governors of the Federal 
Reserve System, more adequate control 
measures would be available over 
present volume of excess reserves, 
which would be implemented by steri- 
lization of future gold imports. 

The laudable desire for such a pro- 
gram of strengthened credit control, 
however, has to be tempered with the 
realities of national defense needs. With- 
out Administration sponsorship, _ it 
seems unlikely that such credit control 
recommendations, insofar as they affect 
the Treasury’s ability to finance, would 
go far in Congress. 

Under the circumstances, it appears 
likely that commercial banks will be 
called upon for both lending and in- 
vesting aid to the National Defense Pro- 
gram. In six months of accelerated de- 
fense effort, contracts and orders total- 
ing about $10 billion have witnessed 


In the accompanying com- 
parative analysis of the year- 
end reports of banks in New 
York, Philadelphia, Chicago, 
and Boston—an annual feature 
of THE BANKERS MAGA- 
ZINE—Mr. Garcia gives par- 
ticular attention to the impact 
of a defense economy on our 
banking system, and to the 
trends indicated by the record 
thus far. 
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‘*If given the choice of adding 
to already swollen Government 
security holdings yielding low 
returns and entailing the risk of 
market depreciation; or replen- 
ishing the abnormally low vol- 
ume of loans carrying higher 
rates than Governments, com- 
mercial banks naturally would 
prefer the latter. So far, since 
the outbreak of war, this prefer- 
ence is buried in the statistics 
showing expansion in Govern- 
ment securities constituting the 
bulk of the expansion in earning 
assets. However, in the last 
six months, various leading 
banks have overtly manifested 
this preference by shortening of 
maturities and repression in 
expansion of holdings of Gov- 
ernments, despite tax exemption 
on present issues. Instead, these 
banks have kept in cash form a 
large portion of recent accre- 
tions to reserves, rather than 
add to Governments volume 
already totaling 5 and 6 times 
capital funds.’’ 


nearly $2 billion expansion in earning 
assets of reporting member banks in 
101 cities. This, however, is only the 
beginning. 


Boom Deflation Bulwarks 


Bankers generally welcome this op- 
portunity to do their part in the de 
fense effort, but few would overlook the 
deflationary consequences of the pos- 
sible aftermath, or the uncertainties of 
a business boom dependent basically 


on the fortunes of war. Accordingly, 
strengthening of reserves, building up of 
“cushions” in over-provided equity re- 
serves and fortifying of capital funds 
by plowing back of excess earnings 
over dividends may be anticipated as 
the best bulwarks against the possibility 
of a drastic deflation from the tremen- 
dous boom now being generated. 

The first anniversary of the outbreak 
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of World War II found the principal 
effect on this country’s monetary sys- 
tem to be the $4.2 billion increase in 
gold stock resulting from continued 
heavy gold imports; and the $890 mil- 
lion increase in non-member balances 
at the Federal, reflecting more than 
doubled foreign central bank balances. 
Because of the latter and an $865 mil- 
lion increase in currency in circulation, 
itself an interesting development, mem- 
ber bank reserve balances rose at a 
much slower pace ($21 billion) than 
gold imports. Excess reserves never- 
theless increased nearly $1.7 billion to 
close to $614 billion (later the year’s 
record of $7 billion was reached). 

An interestingly diverse trend is 
shown by reporting member banks for 
the first full year of the war. New 
York City reporting banks increased 
their Governments by over $1 billion, 
of which half a billion was in Govern- 
ment bonds. This accounted for all but 
10 per cent of their total expansion in 
earning assets. The reporting banks in 
100 other cities, however, kept their 
volume of Governments practically un- 
changed. 

On the other hand, commercial loans 
rose at a $321 million or 13 per cent 
pace at banks in the 100 cities outside 
New York, compared to $146 million 
or 8 per cent rate in New York City, or 
60 per cent faster. 

Banks in the interior would naturally 
be the first to reflect expansion in credit 
because of their proximity to defense 
plants. Many interior banks, however, 
do not have the capital and surplus 
necessary to take care fully of credit 
requirements of local concerns bulging 
with backlogs. In such cases, it is to 
be expected that New York banks main- 
taining close correspondent relation- 
ships would take participations in local 
loans. Thus, expansion in loans should 
tend to be distributed. 


New York City 


New York City member banks ex- 
perienced an expansion of $1,458 mil- 
ion, or 16 per cent, in earning assets 
for 1940, reaching record levels. How- 
ever cash resources rose $1,243 million, 
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indicating that earning asset expansion 
could not keep pace with the increase 
in available funds. Basic reason for 
this is the fact that the great bulk 
($1,195 million) of the bulge in earn- 
ing assets was in Government securities, 
which rose to an average of 3.8 times 
capital accounts. 


Commercial loans experienced a 
steady upturn in the latter part of the 
year which nearly carried them to the 
1937 peak; net increase for 1940 was 
$218 million, or 13 per cent. Because, 
however, of drop in security loans, total 
loans increased only $62 million, or 2 
per cent. 

Of the $1,195 million increase in 
Governments for 1940, about 50 per 
cent ($561 million) was in Bonds, com- 
pared to increases of $453 million in 
Notes and $343 million in Guaranteeds, 
and decline of $162 million in Bills. 

Deposits rose $2,635 million or 20 
per cent for 1940 to new high levels. 
Demand deposits adjusted, showing 
dollar expansion of $2,089 million, rose 
25 per cent. Balances of domestic 
banks rose $521 million, or 15 per cent, 
to $3,920 million, compared to excess 
reserves at the year-end of $3,465 mil- 
lion by the New York City member 
banks. Total deposits are now about 
1014 times capital accounts, but this 
compares with actually invested funds 
of 6.80 times capital accounts. 

The following indicates the changes 
in earning assets and deposits, in mil- 
lions, of New York City member banks 
during 1940: 


Govt. 
1940 Secs. 
4th Quarter +426 
3rd Quarter +156 
2nd Quarter +460 
Ist Quarter +153 


Other Loans & 
Secs. Discts. 
—66 +251 

+156 +102 
—59 —I178 

+170 —113 


Depts. 
+867 
+164 
+722 
+882 


Year ....+$1,195 +201 
Per cent.. 26 17 


+2,635 
20 


+62 
2 


Most individual New York City banks 
showed somewhat better earnings in 
1940, although diversity in accounting 
treatment of security profits precludes 
fair comparison. National City Bank 
added $10,000,000 to its surplus, a 
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liquidating distribution by its former se- 
curity affiliate now in _ liquidation. 
Nearly all banks reported sizable in- 
creases in deposits. Both Guaranty 
Trust Company and Chemical Bank & 
Trust Company had larger increases in 
earning assets than in deposits. 


Chicago Banks 


Feature of the Chicago banking year 
was the strong upturn in loans. Com- 
mercial loans rose $95 million, or 25 
per cent; and increase in total loans of 
$114 million (20 per cent) accounted 
for over 40 per cent of the $271 million 
(13 per cent) expansion in earning 
assets. 

In addition to this pleasing expansion 
in loans, holdings of Governments were 
moderately increased by $120 million. 
Treasury Bills were expanded $158 
million and Bonds, $57 million, which 
offset declines of $31 million in Notes 
and $64 million in Guaranteeds. Thus, 
maturities were somewhat shortened, 
but over 60 per cent of direct obliga- 
tions are still in Bonds. Total position 
in Governments is now 4.94 times capi- 
tal funds, compared to 4.83 times at 
close of 1939. 


The 13 per cent expansion in earning 
assets. was at a faster pace than in de- 
posits, which rose $279 million (8 per 
cent), including upturn of $107 million 
(12 per cent) in bankers balances. On 
the average, deposits now total 13.44 
times capital accounts, compared to 
earning assets of nine times capital 
accounts. 


The following table (in millions of 
dollars) summarizes the 1940 trend of 
Chicago banks’ earning assets and de- 
posits: 

Govt. 
1940 Secs. 
4th Quarter +71 
3rd Quarter —67 
2nd Quarter +44 
Ist Quarter +72 


Other Loans & 
Secs. Discts. 
+25 +68 

+9 +92 
+1 +41 
a.) —l7 


37 =+114 +279 
Per cent.. 10 ll 20 8 


Depts. 
—t 
+109 
+343 
—169 


Individual Chicago banks reported 
various evidences of increased pros- 
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perity. Dividends were increased by 
First National Bank (from $8 to $10 
per share annually) which bank also 
distributed one share of Middle West 
Corp. stock for each share of bank stock 
held. City National Bank & Trust Com- 
pany paid an initial dividend of $1 per 
share on February 1, 1941, placing the 
stock on a $4 annual basis. Surplus 
accounts were strengthened by Conti- 
nental Illinois National Bank & Trust 
Company and American National Bank 
& Trust Company. With one exception, 
all of the banks included in the accom- 
panying Ratio Analysis showed higher 
expansion in earning assets than in de- 
posits. 


Philadelphia 


The feature of an otherwise quiet 
banking year in the Philadelphia dis- 
trict was the upturn in commercial 
loans, which on December 18, 1940, 
reached a point 19 per cent above the 
previous year and 7 per cent above the 
1937 peak. 

Net 1940 gain in commercial loans 
was $31 million, or 16 per cent, while 
other loans rose another $15 million for 
a net 1] per cent upturn in loans. This 
compares with a net $7 million decline 
in holdings of securities, Governments 
being reduced $8 million for the year, 
despite the modest proportion of this 
position in securities in relation to 
capital accounts. 

Thus, the $39 million expansion in 
earning assets for 1940 (3 per cent) is 
entirely accounted for by the increase 
in loans. Cash resources rose $111 
million, but rather than add to holdings 
of long term Governments (90 per cent 
of direct obligations are Bonds), the 
banks preferred to keep these increased 
reserves in cash form. 

Deposits showed a moderate upturn 
of $137 million (8 per cent) to record 
levels. Demand deposits adjusted, ac- 
counted for most of this bulge with a 
$106 million (11 per cent) upturn and 
bankers balances the rest with a $63 
billion or 15 per cent increase. 


Summarized below are changes, in 
millions, in earning assets and deposits 
of reporting member banks in the Phila- 
delphia district: 


Other Loans & 
Secs. Secs. Discts. 


45 +4 +42 
+10 —i +91 
wal +7 8=+95 
—18 i —2 


Govt. 
1940 


4th Quarter 
3rd Quarter 
2nd Quarter 
Ist Quarter 


Depts. 
+72 
+31 
+47 
—13 


+1 +46 +4137 
Per cent.. 2 ea 11 8 


Boston 


Commercial loans or reporting mem- 
ber banks in the city of Boston reached 
$264 million on November 13, 1940, 
the highest level since November, 1037. 
Despite some repayment of loans later 
in the year, the net 1940 increase ir 
commercial loans was $16 million, or 
7 per cent. 

Total loans increased $27 million, or 
6 per cent, as compared with reduction 
of $28 million (8 per cent) in holdings 
of securities. Governments were re- 
duced $31 million, or 12 per cent, de- 
spite the moderate position in them 
relative to capital accounts. Cash re- 
sources were increased, on the other 
hand, by $191 million, or 35 per cent. 

Deposits continued to rise, reaching 
record levels in October. Net increase 
for 1940 was $178 million (15 per 
cent), of which demand deposits ad- 
justed totaled $121 million or 15 per 
cent; and bankers balances, $65 mil- 
lion, or 23 per cent. 

The following table shows the 1940 
net change in earning assets and de- 
posits of member banks in the city of 
Boston (in millions) : 


Dec. 31 Dec. 27 1940 Chng. 
Earning Assets: 1940 1939 Amt. % 


Governments $272 —31 —12 
Other Securities .. 90 87 +3 +3 
Loans & discounts 470 443 +27 +6 
$802 


1,215 


—l .. 
+178 15 


Net Earning Assets $901 
Deposits 93 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, December 31, 1940 


RESOURCES 


Case awn Dune weom Banus ..... ss 2%. «. 6 « » SRSIZSISOCS7 


U. S. GoveRNMENT OBLIGATIONS, DIRECT AND FULLY 
GUARANTEED . . < Ste S lw Bs oe Sica, te eo ae 


STATE AND MUNICIPAL Secenerie es aie aegis Spt Ke 131,015 ,063.03 
Stock or Feperat Reserve BANK ......... 6,016,200.00 
OTHER SECURITIES... mee we ae ee é 173,132,797.85 
Loans, DiscouNTs AND Seceiveen aetna. ie Ca 664,189,467 .87 
rey SN ia) cs ae ec ey et ee ores 35,302,430.54 
ee cae ae ere ee eee oi 7,370,349.59 
MortTGAGES . . Bh Mia Mae, AGS inked, teen areas ak te 10,379,106.94 
CusTOMERS’ teetidineante Lasers oie! erties Sore tweets 15,987,575.78 
ee: De 4 ek a Ee eS Fe ee ee ee 10,367 ,650.56 





$3,824,403,346.80 


LIABILITIES 
CapritaL Funps: 
Capttat, StocE: =... a oe eee $100,270,000.00 
SURPLUS thE see ere. « «7 Dee 
UNDIVIDED Prorrrs ere rarer 





$ 236,752,199.17 
DIVIDEND PAYABLE FespruaRY 1,1941 ........ 5,180,000.00 
Ressnve wor Comtmphwems. . 0 6. se ee 11,271,350.40 
RESERVE FOR TAXES, INTEREST, ETC... ....... 1,396,654.73 
ee ae a ee 
ACCEPTANCES OUTSTANDING . . . renee 17,854,436.92 
LiaABILiTy AS ENDORSER ON Aetna AND Pesinitie BrILts 230,671.42 
ren EATON ee eo ee Re ae 8,380,469.74 


$3,824,403 ,346.80 








United States Government and other securities carried at $181,325,330.00 are pledged to 
secure public and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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Banks 


Need Salesmen 


By Jerome N. Sanderson 


T is usually very easy indeed for 
someone on the outside to tell you 

how to run your business. There is 
no one who knows better how to pilot 
a football team than the quarterback 
in the grandstand; or to steal’ third 
base than the 125-pound clerk in the 
bleachers; and almost any plain citi- 
zen knows exactly what the President 
of the United States should do in any 
given circumstance, even though the 
President himself may be completely 
bewildered. 

Not being a banker, I consider my- 
self eminently qualified to write with 
authority on the subject of banking, 
particularly as I have never been a di- 
rector of a bank or even a stockholder, 
and therefore have the necessary ignor- 
ance of the banking function to give 
profound advice. 

But as a customer of banks during 
the last ten troublesome years, I have 
had considerable experience, both in my 
home town and in larger cities nearby, 
and I have formed some very definite 
conclusions about banks and bankers. 

One of them, about which this article 
is concerned, is that about 50 per cent 
of the present existing banks and 
bankers, at least in medium sized cities, 
know nothing whatsoever about mer- 
chandising their “products”—that is, 
about selling the services of their in- 
stitutions as depositories, or about the 
right way to build up a good sound 
business in non-governmental loans, or 
to establish and maintain goodwill 
among their customers. The technical 
functions of credit analysis and invest- 
ment are no concern of this article. 
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First, let me say, or rather let me 
state, that banks need salesmen. Banks 
do not need high-pressure salesmen, 
they do not need promotional salesmen, 
they do not need salesmen who beg for 
business, they do not need effervescent 
salesmen, but they do very definitely 
need men who are more than mere 
order-takers. Banks need sales-minded 
personalities among their vice-presidents 
and behind their loan desks; and, in 
my opinion, banks need sales-minded 
men in these places very badly indeed. 

Most bankers I know have come up 
through accounting ranks and are more 
concerned with the pure figures in- 
volved in a loan transaction than in the 
more subtle emotional responses which 
the client develops from conversation 
involving his intimate financial affairs. 
Many other bankers were badly scared 
during the late, great depression and 
have not since been able to look a loan 
in the face with anythirg but fear 
and suspicion. 

Neither of these types is sales-minded. 
The result is that the client leaves them 
with a feeling that he has been talking 
to exalted adding mahines or to forms 
of humanity akin to the district attor- 
ney, and more likely than not the client 
hies himself to more sympathetic bank- 
ing quarters as soon as conveniently 
possible. 

I have a premise I believe to be cor- 
rect: that next to a man’s personal 
vanity, he is most sensitive about his 
financial affairs, be they good or bad; 
and that he expects others to respect 
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either his poverty or his riches, which- 
ever he possesses. Any banker who 
fails to regard a man’s finances in other 
than a serious, friendly light fails to do 
a selling job. 


Personal Experience 


I first came into contact with bankers, 
as such, when | was made head of a 
middle-sized, money-losing manufactur- 
ing concern in 1933 and found it neces- 
sary to visit those who were frantically 
calling our loans. Later when our 
banks went out of business and into the 
hands of Uncle Sam’s receivers, I de- 
voted a great deal of my time to being 
turned down by other bankers from 
whom our company sought new credit. 

Because the affairs of our company 
were steadily improving, it seemed 
queer to me that the bankers who turned 
us down did not do so in a nice, polite 
way on the assumption that our com- 
pany might have some future possibil- 
ities. My experiences, however, were 
very unpleasant indeed in most banking 
quarters and one presumably otherwise 
successful banker intimated I had a 
nerve even asking him to jeopardize the 
safety of his depositors by applying for 
a loan. 

The vice-president in a bank 500 
miles away was the only banker I found 
who had what I thought were the real 
essentials of a good loan man. Even 
though he turned down our loan at first, 
he got it later when we became an A-l 
account. And I understand that out of 
eight v-p’s he opens more good new 
loans than any other two of them. 

He listened sympathetically to my 
tale of financial woes; he went to some 
trouble at diagnosis by having his credit 
department make a careful five-year 
comparative spread of our statement, 
even though a five-minute perusal of 
our balance sheet was enough for a de- 
cision; and, after he gave me the news 
that his finance committee had rejected 
our loan application, he spent two hours 
of his good and valuable time explain- 
ing exactly why, in such a way as 
tended to convince me he was right. He 
told me just the factors of progress 
needed to make our application pass- 


able, and asked me with obvious sin- 
cerity to come back. 

That treatment may not be the popu- 
lar conception of salesmanship. But it 
is an example of the special kind of 
salesmanship that banks need. The fact 
that marketing methods assume special 
forms seems to suggest’ that banks 
should give careful study to their own 
problem of selling at the point of con- 
tact with their customers or their po- 
tential customers. 

This vice-president struck just the 
right note of sincerity and friendliness 
to get our account the moment it be- 
came desirable. 


Small Loan Field 


Recent years have seen the rise of two 
classes of middlemen between the banks 
and borrowers—the accounts receivable 
discount companies and the industrial 
loan companies making small loans to 
wage earners. While I am not entirely 
sure that banks generally want the kind 
of business these two kinds of lending 
companies go in for, it seems to me 
that the banks actually do want indus- 
trial loans, as witnessed by the great 
number of banks more recently install- 
ing small loan departments and adver- 
tising small loan facilities, and that 
they actually do want to discount re- 
ceivables as witnessed by the great 
number of banks doing a regular busi- 
ness in loans against receivables. 

One banker friend some years ago 
told me his bank didn’t want this kind 
of business. He said he would rather 
make loans to the small loan companies 
and to the receivable discount com- 


The accompanying article, 
offering suggestions resulting 
from the author’s dealings with 
banks, is written by the presi- 
dent of a medium-size manufac- 
turing concern. Because of spe- 
cific contacts mentioned, he does 
not wish to have his identity 
disclosed, so has written under 
an assumed name. 
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‘‘One reason the independent 
small loan institutions have 
flourished, even though the 
banks are making a play for 
small loan business, is because 
the independents, generally 
speaking, are using more effec- 
tive selling methods, True, the 
higher interest rates charged by 
the independents give them 
more margin for losses and they 
can be more liberal and conse- 
quently more popular. But the 
essence of good salesmanship in 
lending is in maintaining a 
friendly and uncritical atti- 
tude.”’ 





panies and let them do the more burden- 
some work of servicing the final cus- 
tomer. Since that time this banker’s 
bank is handling both types of loans 
and pushing them. My own theory is 
that banks have watched the small loan 
business and the accounts receivable 
business flourish as “jobbers” between 
the banks and the final customers, and 
have rightly concluded that the middle- 
man is not necessary. But the banks 
are not going to eliminate the middle- 
man for a long time to come unless they 
do a much better job of selling than 
they do now. The “jobbers” have been 
much better salesmen than the banks. 

During the period when the banks 
regarded our account as dangerous, we 
were forced to finance with an accounts 
receivable discount company at a 
breath-taking rate of interest. My con- 
tact with these people served to con- 
vince me that the discount companies 
really know selling. The gentlemen 
making loans for the company we dealt 
with could have doubled the loan busi- 
ness of any commercial bank. 


‘‘Refrigerator’’ Atmosphere 


One reason the independent small 
loan institutions have flourished, even 
though the banks are making a play 
for small loan business, is because the 
independents, generally speaking, are 


using more effective selling methods. 
True, the higher interest rates charged 
by the independents give them more 
margin for losses and they can be more 
liberal and consequently more popular. 
But the essence of good salesmanship 
in lending is in maintaining a friendly 
and uncritical attitude. 

In our factory many of our employes 
regularly borrow from independent 
lending institutions charging the maxi- 
mum legal rate for small loans some- 
where in the neighborhood of 43 per 
cent, even though most of them could 
qualify for loans at the small loan de- 
partment of any of the local banks at 
the relatively low rate of 8 per cent. 
Some time ago I sent instructions to our 
foremen to encourage our employes 
to go to the banks whenever possible, 
to avoid the much weightier interest 
rate. The plant superintendent reported 
to me that he had talked to a great 
many men about their borrowing prob- 
lems. He said he had gathered, in sum 
and substance, that the refrigerator at- 
mosphere of the banks was scaring most 
of the men into the independents’ 
hands, regardless of interest rates. One 
employe was reported to say that “the 
banks act as if they were doing a man 
a favor to loan him out money at in- 
terest, whereas the Blank Loan Company 
acted as if the man was doing the loan 
company a favor.” 

This having corroborated my own ex- 
perience, we decided to form our own 
company loan association, which we 
did. Lending at an effective rate of 
8 per cent, we have been very liberal 
indeed, requiring as security only a 
wage assignment. We have charged off 
in bad debts less than one-half of 1 per 
cent. 

Recently, a new loan officer of one 
of our local banks has so revolutionized 
the loan-making policy in his bank as 
to completely astound the populace. So 
great is his popularity among money 
wanters that practically all of them 
without unbreakable borrowing facil- 
ities go to no one else either in his 
or in anyone else’s bank. He has ac- 
tually set the precedent of thanking 
people for coming in and giving him 
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an opportunity to take their notes, 
whether the merits of their applications 
are good, bad or indifferent, or whether 
he turns them down or not. He simply 
says: “Mr. Jones, it was mighty fine of 
you to give us a chance to figure on 
your requirements. I sure do appre- 
ciate it.” 

This kind of phenomenon is unusual 
in our town, and it gets results. 

My observation is that banks do some 
real fine institutional advertising in the 
newspapers about their friendly service 
and advice, about the man-to-man dis- 
cussion of personal financial problems 
available on request, about the great 
desire of the banker to give dynamic 
assistance to the advance of business in 
the community, etc., and a good deal of 
the copy is downright inspiring. 

But the fact is that sales-minded ad- 
vertising men write most of the copy 
and maybe the bankers themselves don’t 
always read it. 


Local Examples 


A case in point happened in a nearby 
town. A young man had made a modest 
success of a neighborhood grocery 


store. He had a brother a couple of 
years younger with him in the store. 
Both boys were ambitious, cheerful, op- 
timistic, careful, and the store was mak- 
ing money. 

Well, the younger brother wanted to 
be more than a clerk, so the two con- 
ceived the idea of opening another store 
for the younger one to run. But they 
didn’t know how to go about financ- 
ing it. 

Then they read a bank ad in the 
newspaper about how this particular 
bank stood ready and willing to loan 
money for the advancement of business 
enterprises. ‘They have the ad in their 
scrap book yet. I read it not so long 
ago and it was really poetic. 

So the older brother went to this bank 
and explained his plan. The banker 
listened perfunctorily, looked at him 
and said: “Young man, there are 87 
grocery stores in this town already and 
not half of them making any money. 1 
am not going to encourage you to open 
another by loaning you money.” 


So the young man went to another 
bank, borrowed the money he needed 
against the thoroughly liquid assets of 
his business, and he and his brother 
now own eleven of the 87 grocery stores. 
All eleven of them are making good 
money, and the second banker has a 
good account because the first banker 
wasn’t a salesman. 

And yet so many bankers yell that 
there aren’t any good loans anymore 
and that they’re starving to death on 
Government bond yields. 


Lesson from Retailer 


The banker can learn a lesson from 
the retailer, who constantly strives, by 
every legitimate means, to improve his 
position with the public so as to gain 
customers and make sales. More than 
50 per cent of the employes in retail 
stores are employed exclusively to sell 
goods, whereas every bank employe, 
from president to office boy, with some 
exceptions, is employed for some pur- 
pose other than to make sales, the sell- 
ing function being incidental rather 
than primary. 

The goods of the retailer, which can 
be seen, touched and understood at a 
glance, are definitely easier to sell than 


“The very nature of bank or- 
ganization, which has reduced 
the sales function to a secondary 
duty, makes it even more neces- 
sary that bank managements 
instill into their personnel a de- 
sire to ‘sell’ their customers and 
potential customers. As a per- 
sonnel problem, it becomes ap- 
parent that a specialist in credit 
ratios, for instance, is going to 
attach more importance to credit 
ratios than to salesmanship. A 
person always favors his own 
specialty as against another 
person’s specialty. Banks should 
make every effort to discover 
what good sales technique in 
banks is, and pound it home to 
their employes constantly.’’ 
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the intangible services of a bank. The 
banker can’t take his customer for a 
spin in a new bank account and show 
how the gearshift works, as can the 
automobile dealer; the banker can’t 
demonstrate that a trusteeship is the 
latest in style and fashion by trying it 
on the customer, as can the haber- 
dasher; nor can he give a trial demon- 
stration on the spot of a mortgage loan, 
as can the real estate dealer with the 
actual house and lot quickly at hand. 
Yet banks, with a difficult product to 
sell, devote less effort to its sale than 
the retailer, who, comparatively, has an 
easy product to sell. The retailer gen- 
erally has used very effective methods 
to improve the sales ability of his em- 
ployes. Sales meetings, clinics, special 
classes and constant emphasis on the 
selling of goods and goodwill are used. 
Research has made strong progress in 
the retail field, and also in the indus- 
trial field, as a means of improving the 
sales technic. In banking circles the 
emphasis has been on monetary relations 
instead of on human relations. 

The very nature of bank organization, 
which has reduced the sales function to 
a secondary duty, makes it even more 
necessary that bank managements instill 
into their personnel a desire to “sell” 
their customers and potential customers. 
As a personnel problem, it becomes ap- 
parent that a specialist in credit ratios, 
for instance, is going to attach more 
importance to credit ratios than to sales- 
manship. A person always favors his 
own specialty as against another per- 
son’s specialty. Banks should make 
every effort to discover what good sales 
technic in banks is, and pound it home 
to their employes constantly. 


Technique for Banks 


It seems to me that the proper tech- 
nique for banks, summed up briefly, is 
as follows: to accumulate goodwill at 
every point of contact with the public by 
meeting and dealing with people 
graciously, by assuming always that the 
poor account of today may be the good 
account of tomorrow, by refusing serv- 
ices with the same good grace as accept- 
ing them, and by attempting to per- 


suade the public that not only should 
the public have confidence in the bank 
but also that the bank has confidence 
in the public. It is much more of a 
sales clincher to impress a man that 
you have confidence in him than to 
overemphasize the point that he should 
have confidence in you. And, finally, 
in refusing accommodations, be at par- 
ticular pains to keep on selling your 
reasons for doing so, so that your cus- 
tomer may understand them as well as 
you do. 

The retailers have shown what can 
be done in the field of banking, or at 
least in the field of lending, in their in- 
stallment selling. By going beyond the 
ordinary granting of credit terms as a 
convenience, the retailers in the install- 
ment field have certainly invaded the 
bankers’ territory and have set them- 
selves up as middlemen between the 
bankers and their customers. Regard- 
less of the economic merits of install- 
ment selling, retail stores have found 
this aspect of the banking function very 
profitable to sell indeed, and in this 
respect, at least, they have done a bet- 
ter job of selling loans than have the 
banks, because the banks are not sales- 
minded. In many installment stores the 
selling of terms has actually taken 
precedence over the selling of real mer- 
chandise, indicating one thing at least 
—that the successful selling of profit- 
able loans submits to modern methods 
of merchandising. 


Intensify Sales Effort 


It is true, of course, that bank serv- 
ices should not be sold through promo- 
tions, loss leaders, fancy wrappers, paid 
testimonials or other devices which 
would put the integrity of the bank in 
an unfavorable light so far as the de- 
positors are concerned. But I think 
bank services can be sold, just as retail 
goods can be sold, by establishing 
within banks an intensification of sales- 
mindedness and sales effort of the ap- 
propriate kind. If that is not done the 
banks are going to operate in much 
thinner markets as time goes on, and 
the “jobbers” and “middlemen” are go- 
ing to earn most of the profits incidental 
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to selling lending conveniences to the 
ultimate consumer. 

Banks need good public relations now 
more than ever before. Part of the dis- 
favor banks have received at the hands 
of the public has resulted from the in- 
articulateness of the banks themselves. 
Banks have been lax in explaining to 
the public the exact usefulness they 
serve in our economy. The public is 
slow to understand limitations and 
banks have been slow to explain their 
limitations. I have never read a bank 
advertisement giving an explanation of 
why a bank cannot make a capital loan, 
nor have I seen any literature published 
by a bank defining the kind of loans 
and the extent of credit they are per- 
mitted to grant within the rules and 
regulations of the various supervisory 
bodies. Banks bring disfavor on them- 
selves by not removing public miscon- 
ceptions regarding their function. 


Remove Cloak of Mystery 


This criticism is, of course, appli- 
cable to business in general. But in- 
dustry, through the National Association 
of Manufacturers, and retailers through 
various organizations, have at least at- 
tempted to explain and interpret them- 
selves for public enlightenment. But 
so far as I know the banks have not 
attempted, either individually or collec- 
tively, to remove the cloak of mystery 
surrounding the functions and activities 
of banking. In fact banks generally 
seem to encourage a public conception 
of wonderment setting themselves apart 
from everyday business affairs. Bankers 
don’t seem to mind being regarded with 
awe and respect instead of with respect 
alone. There is something frigid and 
remote about most banks, even though 
their officers sit out in plain view, rather 
than behind closed doors. Figuratively 
speaking, banks should be thawed out 
in character as well as fiscally and 
bankers should get out and mingle with 
the common people in spirit. That is 
salesmanship! 

I know a bank whose advertising man 
has the full-time job of improving pub- 
lic relations. He has developed a serv- 
ice of crop improvement and _ stock 


breeding in the community, designed to 
fetch the farmers’ business, and it’s a 
fine, successful program. He’s worked 
out a monthly statistical report going 
to the retailers, which is an excellent 
guide of business trends in this trade 
area. And he has done some inexpen- 
sive general advertising of local prod- 
ucts which has earned the appreciation 
of the manufacturers. 

Yet the president of this bank knows 
hardly 10 per cent of his customers by 
sight, and the executive vice-president 
is a confirmed pessimist who is sure 
everything is for the worst. The atmos- 
phere of the bank itself is anything but 
friendly, and I know of two important 
accounts that have been moved because 
the new president of the bank across 
the street was once a politician and 
knows how to make useful contacts in a 
pleasant way. 

If I had a bank and ran it—which 
the Lord forbid!—I’d hire salesmen 
and copy-writers to meet the customers, 
and let the credit department do its 
necessary but hateful chores far from 
human contact; I’d find a doctor or so 
with excellent bedside manners to turn 
down loans and to listen sympathetically 
to the woes of the financially distressed. 
I would do something in the way of 
interior decoration to relieve the cold 
and -flinty appearance of granite walls 
and floors—which is all too often re- 
flected in bankers’ eyes—even at the 
risk of losing that “Rock of Gibralter” 
character. I might even require the 
men in the small loan department to 
work in their vests; and, above all, I 
would discharge immediately any vice- 
president who looked or acted like the 
movie version of a banker. I’d try to 
sell! 


Fe) 


THERE is no doubt that the Treasury 
will utilize every resource at its com- 
mand to borrow from banks and other 
institutions and from investors, large 
and small, as the main reliance for the 
financing of the defense effort neces- 
sarily will have to be through borrow- 
ing.—Edward J. Condlon in the New 
York Times. 
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Mortgage Investments 


N discussing investment policies of 

banks, it has long been customary 

to approve mortgage investments for 
savings banks and to condemn them for 
commercial banks. In fact, in many 
parts of the country, approval of mort- 
gage investments for savings banks has 
gone so far that the words “savings 
banks” and “mortgage lending institu- 
tions” have practically become synony- 
mous—mention cannot be made of one 
without thinking of the other. Witness 
the large volume of real estate mort- 
gages held by mutual savings banks. In 
spite of the fact that they operate in 
only 18 out of our 48 states, the 552 
savings banks hold nearly $5 billion of 
real estate mortgages. This compares 
to mortgages held by 5,209 national 
banks of $1.8 billion, and mortgages 
held by 9,321 state banks and trust com- 
panies of approximately $2.3 billion.’ 

The disparity between the amount of 
mortgage holdings of savings banks and 
of commercial banks could have been 
explained in former years by the dif- 
ference in the function of each. Such 
differences did exist 100 years ago, or 
even in the decade before the war, but 
no longer are they as significant. The 
change in the nature of commercial 
banking, which has been progressing at 
an accelerated rate since the war, has 
undermined the strength of this con- 
tention. 

A few words on the changes in the 
banking system are necessary to orient 
the problem. In the first place, com- 


177th Annual Report of the Comptroller 
of the Currency, 1939, page 35. 
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mercial banks have taken on many of 
the functions of savings banks. This 
fact is evidenced by the larger volume 
of time and savings deposits held by 
commercial banks. In the second place, 
commercial banks have been driven by 
changing conditions in the commercial 
loan market and by correlative changes 
in the investment market to substitute 
long-term bonds and mortgages in place 
of local loans and discounts. 

All indications point to the increas- 
ing importance of mortgage loans in 
the investment policy jof commercial 
banks. The question is, do mortgages 
have a proper place in a bank’s invest- 
ment program, and, if they do, how do 
they compare with other types of in- 
vestments as regards safety of principal 
and interest, liquidity, shiftability, and 
yield? 


Safety of Principal and Interest 


The first question, then, is: are they 
as risky as other types of loans yield- 
ing relatively the same return? The 
tendency is natural to exaggerate the 
pecuniary losses resulting from fore- 
closures because of the intimate, some- 
times melodramatic, effect of a fore- 
closure on the mortgagor. The experi- 
ences of 1932 and 1933, when the 
country was swept by wave after wave 
of foreclosures, are still fresh in our 
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minds. Foreclosures often mean the 
loss of a home of a neighbor or friend. 
After all, the loss of a home belonging 
to someone we know is a real personal 
calamity; it strikes closer to our own 
lives than does, for example, the re- 
ceivership of a great railroad system. 
The one is personal; the other is not. 
These things we remember keenly, and 
consequently foreclosure losses are mag- 
nified manifold in our minds. It is well 
that we should retain these memories, 
for as long as we are aware of them, 
we shall avoid the mistakes which 
brought on the previous collapse of our 
home mortgage structure. This collapse, 
however, was not any greater than, if 
as great as, the collapse of the other 
parts of our financial structure. 

A comparison of the actual records, 
although fragmentary, on foreclosures 
and defaults in home mortgages with 
the foreclosures and defaults of other 
types of credit instruments reveals sig- 
nificant results. The lack of accurate 
investment experience records is one of 
the most serious gaps in the science of 
finance. Statistics are meager on the 
number of debtors who have fallen by 


the wayside in various periods of the 
past business cycles. But available statis- 
tics are distinctly in favor of mortgages. 


Foreclosure Studies 


A mortgage experience study made 
by a New York financial institution? 
covering the period from 1906 to 1934 
showed that foreclosure losses were rela- 
tively small. This company, although 
not the largest, did a considerable vol- 
ume of mortgage business; and conse- 
quently the results which it experienced 
are significant. The total amount of 
mortgage loans made during the period 
was slightly more than $138,000,000 
and the total single family loans made 
amounted to $44,300,000. The total 
amount of mortgages foreclosed and 
threatened to be foreclosed, in spite of 
the inclusion in this study of the period 
of drastic credit deflation from 1929 to 
1933, amounted to less than 13 per cent 


*Edgar A. Lodge, “A Mortgage Analy- 
sis,” 1906-34; Home Title Guaranty Com- 
pany, New York, 1935. 


of the total number made—12.3 per 
cent to be exact. This is the proportion 
of the total amount of mortgage fore- 
closures or on which foreclosure pro- 
ceedings were imminent to the total 
amount made on factories, warehouses, 
vacant land, and other types of prop- 
erties, as well as residential. Fore- 
closures on vacant land and commercial 
properties showed, as would be ex- 
pected, a high rate, and resulted in in- 
creasing the over-all rate. Excluding 
these special purpose loans and confin- 
ing the analysis to single family houses 
the ratio was much lower. The ratio on 
single family mortgages was only 4.9 
per cent. 

The Home Owners’ Loan Corporation, 
which was set up to take over only those 
mortgages on the verge of being fore- 
closed—the distress mortgages—had on 
June 30, 1940, after seven years of op- 
erations, a foreclosure rate, including 
the mortgages on which the redemption 
period was still pending, and those sold 
to a third party on foreclosure sale, of 
17.2 per cent.® 


Business Failure Record 


Compare these experience records. 
with that of the railroads. At the end 
of 1938, according to the Interstate Com- 
merce Commission reports, 31.0 per cent 
of the country’s railroad operating mile- 
age was in trusteeship or in receiver- 
ship.t Or compare the 28 year record 
of the private mortgage company with 
the total number of commercial failures 
during this same period. Based on re- 
ports of Dun & Bradstreet for the years 
1906 to 1934, the total number of fail- 
ures during the 28 year period repre- 
sented 28 per cent of the average num- 
ber of concerns in business.® 


’This percentage is calculated on the 
basis of number of foreclosures reported 
in the Federal Home Loan Bank Review 
of August, 1940, Table 11, p. 393, and num- 
ber of properties as reported in Seventh 
Annual Report of Federal Home Loan 
Bank Board, p. 125. 

* Statistics of Railways in the U. S., In- 
terstate Commerce Commission, Washing- 
ton, 1939. 

5 The Record of Insolvencies—Commercial 
Failures—1934, Dun & Bradstreet, New 
York, 1934. 
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‘‘A mortgage experience study 
made by a New York financial 
institution covering the period 
from 1906 to 1934 showed that 
foreclosure losses were relatively 
small. The total amount of 
mortgage loans made during the 
period was slightly more than 
$138,000,000 and the total single 
family loans made amounted to 
$44,300,000. ° The total amount 
of mortgages foreclosed and 
threatened to be foreclosed, in 
spite of the inclusion in this 
study of the period of drastic 
credit deflation from 1929 to 
1933, amounted to less than 13 
per cent of the total number 
made—12.3 per cent to be exact. 
This is the proportion of the to- 
tal amount of mortgage fore- 
closures or on which foreclosure 
proceedings were imminent to 
the total amount made on fac- 
tories, warehouses, vacant land, 
and other types of properties, as 
well as residential. Foreclosures 
on vacant land and commercial 
properties showed, as would be 
expected, a high rate, and re- 
sulted in increasing the over-all 
rate. Excluding these special 
purpose loans and confining the 
analysis to single family houses 
the ratio was much lower. The 
ratio on single family mortgages 
was only 4.9 per cent.’’ 





Complete statistics on the total num- 
ber of failures in other lines of indus- 
try are not available. Yet the few 
statistics which we do have seem to in- 
dicate that carefully selected real estate 
loans are one of the safest forms of 
investments. 

There is a risk inherent in all mort- 
gages. In the case of the straight mort- 
gage, the risk is relatively great; in the 
case of the amortized mortgage, the risk 
is considerably less. But if a system 
of risk rating to select mortgages, such 
as that used in connection with Federal 
mortgage insurance, is used to guide 






lending operations, the risk is least. The 
following are two major principles of 
the mortgage insurance program which, 
if applied to uninsured mortgages, 
should reduce the foreclosure rate. 


Amortization Principle 


It almost amounts to a tautology to 
state that real estate, like most of every- 
thing else, becomes obsolete and de- 
preciates as time passes, but proverbial 
as it may be, in past mortgage lending 
practices it seldom’ was observed. A 
lender flies in the face of facts not to 
require the principal of the mortgage to 
be amortized as rapidly as, or more 
rapidly than, the underlying real estate 
depreciates. The old three to five year 
straight mortgage violated this sound 
principle of finance because prior to 
maturity no part of the debt, as a rule, 
was required to be liquidated. Further- 
more, at maturity of the debt, in many 
cases, the mortgagor was unable to re- 
tire the debt because the amount was 
beyond his capacity to pay. As a re- 
sult, the banker had little choice but to 
renew the loan for the full original 
amount when it matured. Although 
originally many of these mortgages were 
conservative, the neglect of this prin- 
ciple of finance resulted in the mortgage 
eventually exceeding the value of the 
underlying real estate collateral. With 
a mortgage whose amount exceeded the 
value of the property, the mortgagor 
had little inducement to maintain his 
payments and defaulted. This was one 
of the major risks of mortgage lending 
which is being obviated by the growing 
adoption by mortgage lenders of the 
long term, amortized mortgage. 


Ability to Pay 


In the second place, in selecting the 
loans to be made, careful consideration 
should be given to the borrower’s ability 
to pay the monthly financing charges. 
The Federal Housing Administration 
risk rating system® has gone far toward 





* Federal Housing Administration Under- 
writing Manual, Part II, Section 10, Wash- 
ington, 1938. . 
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the adoption by mortgages of a more 
stringent and standardized observance 
of the borrower’s ability to pay in mort- 
gage lending. Previously practically 
the sole standard of risk rating was the 
ratio of the mortgage to the value of 
the property; actually this was only one 
element in the risk. After all, to bor- 
row a term from corporation finance, 
the lender is interested in the mortgage 
as a “going business” not as a poten- 
tial receivership. 

If, at the time he made the loan, the 
lender had the slightest suspicion that 
he was buying a potential foreclosure, 
he would not have entered into the 
transaction. There is no denying that 
a relatively high salvage value does 
have a psychological tendency to reduce 
foreclosures; the mortgagor will strive 
harder to meet his payments if he has 
a greater amount at stake. But unless 
the borrower’s credit position, that is 
his ability and willingness to pay all 
the fixed charges on the mortgage and 
on the property when due, is sound to 
begin with, the seeds of a potential 
foreclosure are planted when the mort- 
gage contract is consummated. 

It is necessary, therefore, that the risk 
analysis be laid out along lines which 
will reveal the forces that will help to 
keep the mortgage in good standing and 
prevent a possible foreclosure. The 
salvage value of the property is of sig- 
nificance only if, in spite of the exer- 
cise of the best judgment, a bad loan is 
made and the lender is compelled to 
foreclose the mortgage. 

Obviously not all elements of risk 
can be foreseen and in spite of the ut- 
most care in selection, losses will result. 
Under the Federal mortgage insurance 
system those other elements of risk that 
cannot be foreseen and which eventually 
result in a foreclosure are underwritten 
by the Federal Housing Administration. 
With the exception of foreclosure costs, 
the mortgagee is reimbursed in full on 
a foreclosed mortgage for all losses of 
capital and part of the loss of interest 
by a Treasury guaranteed debenture. 

Liquidity 

The second standard to be considered 

is liquidity—the repayment of the prin- 
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**A lender flies in the face of 
facts not to require the princi- 
pal of the mortgage to be amor- 
tized as rapidly as, or more 
rapidly than, the underlying 
real estate depreciates. The old 
three to five year straight mort- 
gage violated this sound prin- 
ciple of finance because prior to 
maturity no part of the debt, as 
a rule, was required to be liqui- 
dated. Furthermore, at matur- 
ity of the debt, in many cases, 
the mortgagor was unable to re- 
tire the debt because the amount 
was beyond his capacity to pay. 
As a result, the banker had little 
choice but to renew the loan for 
the full original amount when it 
matured. Although originally 
many of these mortgages were 
conservative, the neglect of this 
principle of finance resulted in 
the mortgage eventually exceed- 
ing the value of the underlying 
real estate collateral. With a 
mortgage whose amount ex- 
ceeded the value of the property, 
the mortgagor had little induce- 
ment to maintain his payments 
and defaulted. This was one of 
the major risks of mortgage 
lending which is being obviated 
by the growing adoption by 
mortgage lenders of the long 
term, amortized mortgage.”’ 


cipal of the debt: within the near future. 
According to this definition, mortgages 
are not liquid to any great extent. The 
straight mortgage, unless its maturity 
happens to be in the near future, pos- 
sesses no liquidity. The lender on a 
straight mortgage must wait until ma- 
turity before he can expect to be repaid. 
As has been pointed out before, how- 
ever, even then the chances are that he 
will not be reimbursed but that he will 
have to refinance the mortgage unless 
some other mortgagee is willing to make 
the loan. During periods of economic 
depression, few, if any, other lenders 
are willing to make new commitments 
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“The monthly amortization 
proceeds on a portfolio of amor- 
tized mortgages gives a bank a 
steady flow of cash, and makes 
the entire portfolio a self-liqui- 
dating, even though a long-term, 
investment. One-half of the en- 
tire portfolio of 20 year amor- 
tized mortgages is liquidated by 
the 13th year, three-fourths by 
the 17th year, and all of it by 
the time that the maturity date 
is reached at the end of 20 years. 
On this score alone, leaving out 
of consideration prepayments, a 
portfolio of amortized mortgages 
meets the liquidity standard 
much better than a portfolio of 
long-term corporate, and, even, 
Government bonds, since the 
latter have no gradual amortiza- 
tion and none of the principal of 
these bonds is liquidated until 
the redemption date is reached.”’ 


and the straight mortgage becomes 
“frozen” in the original lender’s port- 
folio. 

Amortized mortgages, on the other 
hand, are more liquid. Each month 
the mortgagee receives, in addition to 
the payment of interest, a payment on 
principal. A 20 year amortized mort- 
gage has anywhere from 3.0 per cent of 
the original principal retired in the first 
year to 7.7 per cent in the last year; 
because a larger part of the borrower’s 
level monthly payment goes to interest 
at the beginning of the loan than at the 
end. But, on the basis of the actual 
amount due at the beginning of each 
year the percentages of principal retire- 
ment are even higher. It is significant 
to know from the standpoint of the 
lender’s outstanding balances currently 
in the portfolio what percentage of the 
principal outstanding at the beginning 
of the year will be returned during the 
succeeding year. These percentages are 
also significant in respect to mortgages 
purchased several years after date of 
origin. Thus, in purchasing a 20 year 
mortgage at the beginning of the 10th 


year after the date of origination, the 
amount of principal repayment received 
during the succeeding year would be 7.0 
per cent of the outstanding balance at 
the time of the purchase. This is true 
because the outsteanding balance on the 
mortgage by the beginning of the 10th 
year has been reduced to 67 per cent 
of the original amount. In the 15th 
year of a 20 year mortgage, the prin- 
cipal amortized is 14.7 per cent, or 
more than one-seventh, of the principal 
outstanding at the beginning of that 
year; and in the 20th year, the entire 
amount, or 100 per cent of the outstand- 
ing balance, will be amortized. 

The monthly amortization proceeds 
on a portfolio of amortized mortgages 
gives a bank a steady flow of cash, and 
makes the entire portfolio a self-liqui- 
dating, even though a long-term, invest- 
ment. One-half of the entire portfolio 
of 20 year amortized mortgages is liqui- 
dated by the 13th year, three-fourths by 
the 17th year, and all of it by the time 
that the maturity date is reached at the 
end of 20 years. On this score alone, 
leaving out of consideration prepay- 
ments, a portfolio of amortized mort- 
gages meets the liquidity standard much 
better than a portfolio of long-term 
corporate, and, even, Government bonds, 
since the latter have no gradual amorti- 
zation and none of the principal of these 
bonds is liquidated until the redemption 
date is reached. 


(Note: This study will be completed in 
the March issue of THe Banxers Maca- 
ZINE, when Mr. Stoner discusses shiftability 
and yield of mortgages.) 
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GLYCERINE FOR TELLERS 


HerE is a hint from a teller which 
should be useful to others. When 
handling money, this teller reports, he 
always uses glycerine to wet the sponge 
he uses to moisten his fingers. He also 
follows the practice of rubbing a coat 
of glycerine over his hands before 
starting work, as he finds that at the 
end of a busy day it is much easier to 
remove the grime from his hands. 
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LOOKING FORWARD 


HE tragedy of destruction in Europe 
is not what happens to buildings 
and homes but what happens to 
men. Buildings will rise again but 
when men are degraded it may be gen- 
erations before the damage is undone. 

What we are seeing across the sea is 
a magnificent testimony of the worth of 
free institutions, of the sacrifices a free 
people can make against any odds, of 
the indomitable fortitude of free men. 
And so our hopes must be increased by 
the courage of the human spirit under 
such barbarous blows. As long as that 
spirit survives civilization will go for- 
ward. 

To those of us who are seeking to 
appraise economic trends and national 
policies from an impartial and non- 
political viewpoint it is clear that no 
one can foretell accurately what is in 
store for America. Despite any diffi- 
culties that beset us, however, no coun- 
try in the world has a greater future, 
and the advances of the next fifty years 
will make those of the last fifty pale 
into insignificance.—Paul Thompson, 


President, Corn Exchange National Bank 
and Trust Company, Philadelphia, in 


his recent report to the bank’s stock- 
holders. 
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DEFENSE COOPERATION 


E realize that the national defense 
program is an emergency neces- 
sity to assure the stability of our 
Government and the perpetuation of our 
way of living, and we are leaving no 
stone unturned to codperate with the 
Administration in Washington in any 
plans which seem to it wise and neces- 
sary to carry out these objectives. It 
is the Administration’s prerogative to 
determine how this shall be accom- 
plished; it is our obligation, after play- 
ing whatever part we may in the formu- 
lation of these plans, to accept them 
wholeheartedly, and to further them in 
every way in our power. 
We have a natural desire, of course, 
to employ our funds safely and profit- 
ably. At the same time banks and other 
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corporations, as well as individual citi- 
zens, should regard special advantage 
and gain as of secondary consideration 
in participating in the task of strength- 
ening the hand of the Administration. 
We should all be willing to limit our- 
selves to a minimum profit in any trans- 
action which is a part of the plan to 
perpetuate our form of government. 

Taxes will unavoidably be higher 
during the coming years, to defray in 
some part the extraordinary expense to 
which our nation has become com- 
mitted. Both individuals and corpora- 
tions, including banks, must stand ready 
willingly to make such readjustments in 
their way of living and operations as 
may be necessary to meet the situation. 
—Harvey D. Gibson, President, Manu- 
facturers Trust Company, New York 
City, in his annual address to the bank’s 
stochholders. 
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We should take those talents with 
which we have been endowed and use 
them in building important values for 
the future. Too many people have the 
erroneous impression that everything 
has already been accomplished. But 
men of vision such as Charles F. Ket- 
tering, the research director of General 
Motors, doesn’t think so. He is of the 
opinion that the world’s work has only 
begun.—Frank M. Totton, Vice-Presi- 
dent, Chase National Bank, New York, 


in a recent address. 
© 


So long as we have a large amount 
of unused plant capacity and several 
million men who are idle and anxious 
to work, we need not fear that an in- 
crease in demand—whatever its cause— 
is going to lead to any rapid price in- 
creases. The amount of unused plant 
capacity in the country at the present 
time is greatly exaggerated. It will be 
totally impossible to put our idle men 
back to work without building huge 
additions to our factories—Dr. Claude 
L. Benner, Vice-President, Continental 
American Life Insurance Company, 
Wilmington, Del., in a recent address. 
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Liven Up Your 


Statement of Condition ° 


HE expression “as intelligible and 

interesting as a bank statement” has 

long been an apt one in describing 
anything of an incomprehensible and 
dull nature, for until recent years most 
bankers have treated their statements 
of condition as necessary evils rather 
than public relations media. 

More and more bankers during the 
past few years, however, are awakening 
to the possibilities inherent in statements 
—the fact that they can not only be 
made of interest to the layman, but even 
more effective to the corporation treas- 
urer, accountant, and others familiar 
with figures. 

Gradually, simple terms, more ex- 
planation of items, illustrations, color, 
carefully selected typography, effective 
layout, attractive stock, and other reader 
helps are being utilized in the annual 
and semi-annual statements. 

A good illustration of more explana- 
tion of items is the statement of The 
Philadelphia National Bank, Philadel- 
phia, Pa., in which one page is devoted 
to a breakdown of the earnings for the 
year. Under “Income,” the bank shows 
receipts from “current operations,” 
“profits on securities,” and “recoveries” ; 
while under “Deductions,” are shown 
“dividends paid,” “bond profits applied 
to bond account,” “appropriations for 
reserve for contingencies,” and “miscel- 
laneous charges,” thus giving the reader 
a clearer view of the picture. 

The First National Trust and Savings 
Bank of San Diego, California, brings 
to its statement readers an explanation 
of the various terms in simple language. 
For example, under resources, the item 
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By R. E. Doan 


“Other Real Estate” is described: “Rep- 
resents carrying value of real estate 
taken on debts and being sold as favor- 
able opportunities arise. Total appraise- 
ment under present market conditions is 
considerably in excess of carrying 
price.” The item “Letters of Credit and 
Acceptances,” which is generally mean- 
ingless to the layman, is further ex- 
plained: “Letters of credit are secured 
by the signed guarantee of customers of 
good standing or by marketable col- 
lateral. Acceptances are items accepted 
by us for the account of customers and 
guaranteed by them.” The preferred 
stock is described: “40,000 shares, $25 
par value, 5 per cent, convertible into 
common stock at the option of the 
holder on certain specified dates. Owned 
by 473 shareholders.” Other items in 
the statement are similarly defined or 
explained so the layman can readily 
understand them. 

The Terminal National Bank of 
Chicago divides its statement into three 
parts: “Deposits—due to individuals, 
firms and corporations,” “To pay these 
deposits, we have,” and “This leaves.” 
This simple division, with proper classi- 
fication of items under each head, clari- 
fies the position of the bank in the lay- 
man’s mind. 

The Lincoln-Alliance Bank and Trust 
Company, Rochester, New York, goes 
into considerable helpful detail on most 
items in its statement. Under the item 
“Cash,” we find: “As a member of the 
Federal Reserve System, this bank is 
obliged to carry in cash at the Federal 
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Reserve at all times, a daily average 
balance of approximately $6,000,000. 
The balance of cash is either in our 
own vaults or deposited with our cor- 
respondents in New York City and in 
various parts of the country.” Even 
the item “Deposits” is further clarified 
with the explanation: “This is the total 
of deposits in 47,902 of individual or 
corporate accounts.” 


Color and Illustration 


Use of color to liven up the statement 
is well exemplified by that of the First 
National Bank, Palm Beach, Florida, 
with a four-color cover showing the un- 
usual and attractive exterior of the bank 
building. Similarly, The Commercial 
National Bank of Kansas City, Kansas, 
and The Firestone Park Trust and Sav- 
ings Bank, Akron, Ohio, utilize color on 
the front cover to illustrate their build- 
ings. The First National Bank at Or- 
lando, Florida, carries a color illustra- 
tion showing the bank building and a 
street in Orlando with two squadrons of 
planes from the Orlando Air Base fly- 
ing overhead, while other pages of the 
statement are in two colors—blue and 
gold. The Springfield Safe Deposit and 
Trust Company, Springfield, Mass., uses 
an extra color on its front cover to re- 
produce its attractive entrance; The 
Bowery Savings Bank, New York City, 
carries a color view of an early New 
York farm occupying what is now one 
of the busiest parts of New York City, 
an early view of the City Hall, a pic- 
ture of the 1840 Mayor of the City of 
New York, and sketches of the bank’s 


three office entrances. 


Thanks to Public 


Expressions of appreciation to the 
public, whose patronage is responsible 
for every bank’s successful operation, 
are more frequently found in statements 
of today than those of a few years ago. 
For example, The First National Bank 
of Beaumont, Texas, carries this mes- 
sage: “The management of The First 
National Bank extends sincere thanks to 
all friends, old and new, whose patron- 
age has contributed to the growth in 


deposits—the increased capacity for 
useful service to Beaumont—reflected 
by this statement.” And under the cap- 
tion “Thank You,” The Millikin Na- 
tional Bank of Decatur, Illinois, states: 
“We close a busy year with grateful 
acknowledgment to the friends who have 
played such an important part in the 
sum total of our activities. Our asso- 
ciations have been most pleasant and 
we look to the future with a confidence 
that is founded upon the friendship and 
loyalty of those we serve. To all our 


friends we wish a happy and successful 
New Year.” 


Service Sales Effort 


Quite a few banks make good use of 
their statements to call the reader’s at- 
tention to the many services available, 
or to increase the reader’s appreciation 
of the part played in the community by 
banking as a whole, or their own bank 
in particular. The Central National 
Bank of Cleveland, Ohio, for example, 
carries a cut of the bank building with 
one wall removed, showing location of 
the various departments, while addi- 
tional copy explains the administration 
of the bank’s business according to 
classifications. The First Bank Stock 
Corporation, in the statements issued by 
its various affiliates, suggests: “We're 


‘‘Why not include, in your an- 
nual statement, a few words 
about taxes, legislation, and 
government regulation? Show 
how these affect your bank’s 
charges for service, your inter- 
est rates, and your profits— 
what they mean, in the long run, 
to stockholders, depositors and 
borrowers. There’s a lot to be 
said on these subjects—a lot that 
must be said if banking is ever 
to establish real public under- 
standing—and your statement is 
one place it can logically be 
said, for these forces play a vital 
part in determining the figures 
in that statement.’’ 
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looking for opportunities to make loans 
—both large and small. When you feel 
you can borrow to advantage, come in 
and talk things over with us.” 

The McDowell County National Bank, 
Welch, West Virginia, explains to its 
statement readers: “The prosperity of 
Welch and vicinity depends upon how 
the community’s working capital—the 
deposits in its banks—are employed. 
This statement of condition shows how 
funds entrusted to the McDowell County 
National Bank are serving the com- 
munity, financing the commercial, in- 
dustrial and other activities by which 
this city and section live. Money de- 
posited in this bank becomes a part of 
the Welch district’s working capital.” 
The Commercial National Bank of Chat- 
tanooga, Tenn., offers a check-list of the 
bank’s services, with the question: “How 
many do you use?” The Casper Na- 


tional Bank, Casper, Wyoming, states: 
“Our entire resources are at your com- 
mand to assist in the constructive growth 
and development of Casper and Central 
Wyoming.” 


Dividend Record 


Frequently, banks make effective use 
of their dividend record—calling this to 
the stockholders attention in the annual 
statement. For example, The Commer- 











A good example of the effective use 
of pictorial graphs is the above re- 
production, approximately one-half 
actual size, of one used in the annual 
report of the Corn Exchange National 
Bank and Trust Company, Phila- 
delphia, to depict their steady in- 
crease in resources during the past 
forty years. A similar graph in the 
report shows the bank’s forty-year 
increase in total deposits. 


cial National Bank, Charlotte, North 
Carolina, states: “Since organization in 
1874 this bank has paid a semi-annual 
cash dividend every year. Total cash 
dividends paid to shareholders amount 
to $2,567,704.83.” And The Dime Sav- 
ings Bank of Brooklyn, New York, calls 
attention to the fact that: “The 198th 
consecutive interest dividend to de- 
positors has been declared for the quar- 
ter ending December 31, 1940, at the 
rate of 2 per cent per annum.” 


Civic and National Comment 


Through the pages of bank state- 
ments, the public often receives inter- 
esting information and comment regard- 
ing local or national affairs. For ex- 
ample, The First National Trust and 
Savings Bank of San Diego, California, 
tells its statement readers, in part: “We 
are living in the city of opportunity. 
San Diego is coming to the front! There 
is unprecedented activity in airplane 
manufacture and other industries on 
every side, and greatly accelerated 
growth in our military bases in connec- 
tion with the National Defense Program. 
Our population is constantly and 
rapidly increasing. San Diego is truly 
‘a city of opportunity.” And The 
Tradesmens National Bank of Oklahoma 
City, Oklahoma, counsels its statement 
readers: “With the passing of the old 
year and the coming of the New Year 
each one of us should be thoroughly 
alert to the danger that is threatening 
our country and realize that it is his 
duty to do what he can to aid our coun- 
try in preparing for whatever comes to 
it. Through it all each one should look 
forward to the dawn of a better day, 
when peace is more than a memory and 
good will sets the keynote of human 
life.” 

Format 

Increasing ingenuity is being shown 
by bankers in making their statements 
of condition attractive from the stand- 
point of size, shape, quality of paper, 
typography, etc. The First National 
Bank of Greeley, Colorado, prints its 
statements on safety paper, as do a 
number of other banks. The First Na- 
tional Bank of Marinette, Wisconsin, 
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Bank of America 


NATIONAL f3Nines ASSOCIATION 


CALIFORNIA’S ONLY STATEWIDE BANK 
Condensed Statement of Condition December 31, 1940 


RESOURCES 


Cash in Vault and in 
Federal Reserve Bank . . $190,143,525.37 
Due from Banks . . . . 118,212,180.49 


TOTAL CASH .... ++ + + «© © + g 9$08,355,705.86 


Securities of the United States Government and 

Federal Agencies . : : 451,279,141.50 
State, County and Municipal Bonds. eae at eos 166.633,326.80 
Other Bonds and Securities. . . Va ter 47,043,827.99 
Stock in Federal Reserve Bank .... . 3,720,000.00 
Loans and Discounts. . . 778,295,100.94 
Accrued Interest and Accounts Receivable ° 6,469,424.36 
Bank Premises, Furniture, Fixtures and Safe 

Deposit Vaults . . * Ae ae ° 32,089,972.62 
Other Real Estate Owned i 6.612.408.07 
Customers’ Liability on Account of Letters of Credit, 

Acceptances and Endorsed Bills . . . 16,375,801.62 
Ciier Wee es ei OS ee ke 660,475.75 


TOTAL RESOURCES . . . . . . . $1,817,535,185.51 


LIABILITIES 

DEPOSITS: 

Demand. . . 2» « « « «$757,469,845.43 

Savingsand Time... . . 974.758.551.744 $1.632.228.397.17 
Liability for Letters of Credit and as Acceptor, 

Endorser or Maker on Acceptances and 

Foreign Bills . . Paes 16,605,640.36 
Reserve for Interest Received in ‘Advance pa age 9.743,168.92 
Reserve for Interest, Taxes, Etc. . . . . + « « 2,620,288.04 
Capital: 

Common (4,000,000 Shares) . . $50,000,000.00 

Preferred( 600,000 Shares)* . 12,000,000.00 
Surplus . . Se Pir ees er 62,000,000.00 
Undivided Profits i Agee sabe 20,278,752.98 
Unallocated Reserve ... . 6.900,000.00 
Other Reserves .. . 4,158,938.04 
Preferred Stock Retirement Fund 1,000,000.00 


TOTAL CAPITAL FUNDS .....++.-. 156,337.691.02 


TOTAL LIABILITIES . . . 2... $1,817,535,185.51 


*Issued at $50 ($20 Capital—$30 Surplus), Annual Dividend $2. Preferred 
to extent of and retirable at issue price and accrued dividends. 
This statement includes the figures of the London, England, banking office. 


MAIN OFFICES IN TWO RESERVE CITIES OF CALIFORNIA 
SAN FRANCISCO LOS ANGELES 


> 495 California branches united apotd 
for strength and service roca. strosr 
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utilizes a paper stock resembling 
leather; and the First Galesburg Na- 
tional Bank and Trust Company, Gales- 
burg, Illinois, prints their statement in 
size and appearance to resemble a bond. 

Despite these and many other evi- 
dences of improvement, however, even 
a casual study of the annual reports 
put out by many of the nation’s large 
non-banking organizations will suggest 
unlimited additional possibilities for 
livening up and humanizing bank state- 
ments. 

For example, why not utilize pictorial 
charts or graphs to dramatize the growth 
of your deposits and loans, the increase 
in number of depositors and borrowers 
served—and have these charts or graphs 
cover a comparative period of one or 
more previous years? This would pro- 
vide, in a form easy to absorb, not only 
food for pride on the part of your stock- 
holders and depositors, but an incentive 
for others to become connected with 
your institution, and an effective answer 
to critics of banking. 


Why not tell your stockholders and 
other recipients of your statement a bit 
about your personnel problems and 


policies—about your employes’ educa- 
tional activities, their clubs, their work- 
ing conditions, hours of work, etc.? Pos- 
sibly you might include a few words 
dramatizing the personnel by describ- 


ing the typical employe in your 
bank—his age, education, number of 
years’ service, size of his family, aver- 
age amount spent in the community for 
food, clothing, shelter, etc. The inclu- 
sion of such data in your statement 
would go a long way toward humaniz- 
ing your bank—toward bringing the 
reader an appreciation of the fact that 
your bank is not just a building, a few 
machines, and a cold, impersonal service 
—that it is primarily people—human 
beings ready and anxious to be friendly 
and helpful, people who are a definite 
part of the local community—and that 
your management is treating these 
people fairly and squarely. 

And why not include a few words 
about taxes, legislation, and government 
regulation? Show how these affect your 
bank’s charges for service, your interest 
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rates, and your profits—what they 
mean, in the long run, to stockholders, 
depositors and borrowers. There’s a 
lot to be said on these subjects—a lot 
that must be said if banking is ever to 
establish real public understanding 
—and your statement is one place it can 
logically be said, for these forces play 
a vital part in determining the figures 
in that statement. 

The Corn Exchange National Bank 
and Trust Company, Philadelphia, Pa., 
for example, points out in its very effec- 
tive annual report: “Increasing taxes 
have become a serious factor in the op- 
eration of a bank as well as in indus- 
trial corporations. These items of taxes 
and Federal Deposit Insurance pay- 
ments for 1940, which are deductions 
from earnings, approximate $309,392, 
or the equivalent of $1.36 for each 
share of capital stock.” 

Countless mechanical and psychologi- 
cal aids can be utilized—color, attrac- 
tive stock and typography, arresting 
layout, illustrations, pictorial charts, 
simple terms, adequate explanation, 
comparisons, data regarding operations, 
personnel problems, etc. And the use 
of even a few of these can lift your 
statement from a cold aggregation of 
generally unintelligible figures to a 
human, interesting, effective public re- 
lations medium. 


© 


THE establishment of consumer credit 
departments in banks is based upon 
recognition of three very important con- 
ditions: first, that a vast majority of 
wage earners are people of limited in- 
come, with over 86 per cent earning 
less than $2,000 a year; second, that 
people, regardless of the size of their 
income, always have and always will 
borrow money, and further, that they 
have a perfect right to borrow; and, 
third, that since this is so, the banks 
should provide loans for at least a part 
of them and these loans, if they are to 
be of any benefit to society as well as 
to the banks, must be made on a profit- 
able basis.—Walter B. French, Deputy 
Manager, American Bankers Associa- 
tion, in a recent address. 
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THE NATIONAL CITY BANK 
OF NEW YORK 
Head Office + 55 WALL STREET + New York 


Condensed Statement of Condition as of December 31, 1940 
(In Dollars) 


INCLUDING DOMESTIC AND FOREIGN BRANCHES 


ASSETS 

Cash and Due from Banks and Bankers.............. $1,364,824,538 
Gold Abroad or in Transit 1,401,172 

United States Government Obligations (Direct or Fully 
860,973,666 
Obligations of Other Federal Agencies 40,806,922 
State and Municipal Securities 148,105,462 
Other Securities 67,313,993 
Loans, Discounts and Bankers’ Acceptances 544,312,305 
Real Estate Loans and Securities 7,363,080 
Customers’ Liability for Acceptances 7,043,466 
Stock in Federal Reserve Bank 3,915,000 
Ownership of International Banking Corporation 7,000,000 
Bank Premises 41,224,960 
273,324 
908,499 


$3,095,466,387 


$2,908,437,735 
$15,812,706 
6,075,063 9,737,643 
Items in Transit with Branches 6,610,912 
Reserves for: 
3,910,095 
5,894,067 
3,100,000 
$77,500,000 
64,500,000 
15,775,935 157,775,935 


$3,095,466,387 


Figures of Foreign Branches are as of December 23, 1940. 
(London as of December 21) 


$75,007,376 of United States Government Obligations and $35,778,203 of other assets 
are deposited to secure $87,014,169 of Public and Trust Deposits and for other 
purposes required or permitted by law. 


(Member Federal Deposit Insurance Corporation) 
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IN 


WASHINGTON 


By Our 


WASHINGTON CORRESPONDENT 


NDER “defense” preparations, with 
direct repercussions upon the 
financial machinery of the nation, 

the scenes in Washington are shifting 
rapidly these days. The basic economics 
of the nation are changing. Programs 
are proposed to protect the banking ma- 
chinery of the country from new 
strains. New powers are sought by the 
Administration in addition to those al- 


ready held. With a world at war,: 


America is definitely feeling the impact. 


This was true when this country sought 


to follow a neutral course. It is es- 
pecially true since the nation has taken 
its side in defense of democratic prin- 
ciples. 

Outstanding at the beginning of the 
new year is the program of the Reserve 
Board, Reserve Bank presidents, and 
the Federal Advisory Council, who 
unanimously propose that definite steps 
be taken to guard against inflationary 
forces as excess bank reserves reach 
dizzy heights. This program was 
adroitly released on New Year’s Day 
in order to attract national attention, 
which it did. While apparently win- 
ning acclaim for the outline of problems 
and dangers, it met a cool reception 
among officials in Washington whose 
support is vital to enactment of the 
legislation necessary to implement 
action. 

There is no lack of recognition of 
the dangers confronting currency expan- 
sion. Not only have the Federal Re- 
serve officials emphasized the need for 
taking precautionary measures, but Sec- 
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retary of the Treasury Morgenthau has* 
repeatedly stated that signs of inflation 
must be “watched every single minute.” 
Secretary of Agriculture Wickard, the 
Brookings Institution and many mem- 
bers of Congress, have voiced their be- 
lief that something must be done now, 
and in time. 

It is true that there are a few who 
see only prosperity ahead in huge ex- 
penditures for defense and war aids for 
Britain and her allies. Such officials are 
neither unpatriotic nor blind to statis- 
tical trends. Chiefly they lack technical 
knowledge of banking processes and 
some of them willingly admit it. 


Congressional Viewpoints 


The Federal Reserve Board’s pro- 
gram which would give the Open Mar- 
ket Committee new powers over excess 
reserves, is considered logical and con- 
servative in its statement of facts and 
its proposal for remedies. At the same 
time, it is not now being pressed be- 
cause of inter-agency jealousies and 
differences as to who shall have the 
control of these powers. 

In Congress there exists a very vocal 
group quick to label the Reserve Board 
as the tools of the “private bankers,” 
hence, per se, bad for the country. 
These men are of that fringe sometimes 
labelled as “funny money” vendors. 
They are, chiefly, strong New Dealers. 
Not that the Administration supports 
them in their speeches and criticisms, 
but neither does it curb them. They 
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serve a useful political purpose when 
unofficial opposition is desired. 

Then there are the supporters of the 
program proposed through the Reserve 
Board. Since the program is tradition- 
ally conservative, the Republican minor- 
ity was quick to endorse it, even enter- 
ing bills, especially for that part which 
repealed emergency powers to inflate 
the currency. This quick endorsement 
had, however, certain political liabil- 
ities. This was probably known to some 
of the Republicans. They undoubtedly 
took some delight in voicing approval 
of a program traditionally similar to 
that held by their party. In the main, 
however, such support has been sincere. 

As for Administration leadership, 
other than the Reserve Board, little has 
been said for support of the plan. Also, 
little has been said against it. Expres- 
sions which appeared to belittle the pro- 
posals have been heard, but these have 
been based on earlier differences, pre- 
dating this latest pronouncement of the 
Reserve Board. Specifically, the Treas- 
ury Department does not wish to relin- 
quish its authority over banking pro- 
cesses to the Board. Other agencies, 
such as the Federal Deposit Insurance 
Corporation and the Reconstruction 
Finance Corporation, fear encroach- 
ments over institutions which have for 
several years now been wholly within 
their scope of jurisdiction. 

As for Administration forces in Con- 
gress, where enabling legislation must 
be pressed forward, there is little en- 
thusiasm for doing anything. To secure 
action the White House must give a 
signal, but the White House is now 
more concerned over defense legisla- 
tion. It has not indicated that it is op- 
posed to the program of the Board, 
neither has it openly endorsed it. The 
President and his advisors are sup- 
posedly awaiting reactions from the 
country. 


Banking Sentiment 


What does organized and unorgan- 
ized banking think of the program? As 
far as sentiment can be appraised here, 
banks and banking are favorable. Some 
expressions indicative of criticism are 
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heard as to details, but not to the broad 
objectives. The bringing in of all in- 
sured banks is frequently questioned. 
That is, placing their excess reserves 
under control of the Board, again raises 
fears of a dominating central bank. 

Statistics reveal that state chartered 
banks are no longer as fearful of join- 
ing the Reserve System as formerly. In 
fact, many small banks have been join- 
ing the System. At the end of 1939, 
state chartered institution members of 
the Reserve System numbered 1,175. At 
the close of 1940 the membership had 
increased to approximately 1,400. This 
may indicate that some of the old fears 
have been wiped out. If this is true, 
opposition on the proposal to bring 
within the authority of the Open Mar- 
ket Committee all excess reserves, will 
not be pronounced. If that assumption 
proves correct, a milestone of progress 
will have been passed. 

One phase of this program not so 
frequently mentioned is that the pro- 
posal through the Board on New Year’s 
Day constituted, in effect, the Reserve 
System’s answers to the much publicized 
Wagner questionnaire. In fact the pro- 
gram has eclipsed, for the time being, 
the questionnaire. Perhaps this is just 
as well since both answers and hearings 
before the Wagner Committee have 
made but nebulous progress. On the 
other hand, Senate Banking Committee 
Chairman Wagner could easily use the 
earlier questionnaire to delay action on 
the Board’s proposals. His program 
will be that of the Administration in 
that case, the New York Senator being 
excessively loyal to the President and 
all that the President desires. 


Legislation Pending 


With a new Congress seated, many 
bank bills have already been introduced. 
Many of the old standbys have been re- 
entered, such as Government ownership 
of the twelve Federal Reserve Banks, 
100 per cent reserves to be made man- 
datory, and the “freezing” of bank 
branches. A variety of farm credit bills 
have been entered, several of which in- 
clude the same provisions as the Jones- 
Wheeler measure so bitterly fought by 
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the American Bankers Association. A 
number of bills to ease the payments 
of interest for home owners have also 
been introduced. Doubtless the usual 
number of “funny money” proposals 
will be found when the counting of 
measures is completed. 

Of the several score bills entered, 
none achieved the wide publicity of 
Senator Glass’ bank holding company 
measure. His introduction was made 
“by request” and “with reservations.” 
Furthermore he labelled it a Treasury- 
written bill, indicating that it did not 
necessarily meet with his approval but 
that he would like to see hearings con- 
ducted in order to obtain the views of 
bankers. Secretary of the Treasury 
Morgenthau, commenting upon the Vir- 
ginian’s introduction of the bill and ad- 
mitting that it represented his depart- 
ment’s views 100 per cent, observed that 
a “wreath was laid on it.” 


Glass Measure Provisions 


Unlike a former bill which the Sen- 
ator threatened to introduce last year 
and the year previous, this measure pro- 


vides a “death sentence” on all bank 
holding companies, effective after June 
30, 1944. It prohibits any company, 
trustees, or others, to own more than 
10 per cent of the stock of a bank or 
“control in any manner, either directly, 
or indirectly” the management or poli- 
cies of banks. Heavy fines and prison 
sentences are provided. Authorities 
given control are the Treasury’s Comp- 
troller of the Currency and the Board 
of the Federal Deposit Insurance Cor- 
poration. The Federal Reserve Board 
which was given jurisdiction over bank 
holding companies under the Banking 
Act of 1935 is given no recognition in 
the measure. 

In addition to the absolute prohibi- 
tion against holding companies the 
measure also gives the Comptroller of 
the Currency and the Board of the 
FDIC control over dividends of banks. 
This is a negative control, however, 
since dividends cannot be paid or even 
declared if either of these two bank 
supervisory agencies object. This con- 
trol applies to all banks. 


This new bill by Senator Glass is not 
especially favored by all the Federal 
banking agencies. It can be stated that 
the FDIC would prefer to legislate 
against the formation of future bank 
holding companies and the expansion of 
those now in existence rather than seek 
to “kill” those now operating. Tech- 
nical legal opinion points out that it is 
difficult to dispose of bank stock and 
many problems are involved in related 
matters of this type. 


National Considerations 


While the Reserve Board’s program 
for control over excess reserves, and the 
anti-holding company bill are head- 
liners of interest for bankers watching 
the Washington scene, there are national 
programs having even. broader scope. 
These concern the steady drift toward 
war occasioned by all-out assistance to 
Great Britain and other democracies in 
conflict against dictators. Heavy finan- 
cial assistance is expected with large 
expenditures, a still larger national debt, 
and much heavier taxes. 

The financial status of the British 
Treasury has become a part of the prob- 
lem. Secretary Morgenthau, revealing 
the “balance sheet” of the United King- 
dom, showed assets remaining of about 
$1,775 million, representing all that 
Britain has to purchase war supplies 
and even some of this has been al- 
lotted. While it is admitted that Britain 
can spend more and more, the basic 
attitude of the present Washington Ad- 
ministration is against a poverty-stricken 
United Kingdom since, it is pointed out, 
trade relations after the war must 
be planned for, and it would be to no 
avail to have England bankrupt, hence 
at the mercy of revolutionary ideas. 


Budget 


The national budget as presented by 
the President in his address to the new 
Congress, was largely suggestive in that 
it recognized that additional expenses 
would be incurred as a result of the 
World War. The budget amounted to 
the grand total of $17,485 millions, plus 
appropriations yet to come. The deficit 
was placed at $9,200 millions, most of 
which must be raised by borrowing. 
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RESOURCES 
Cash on Hand and Due from Other 


United States Government Obligations, 
direct and/or fully guaranteed . 
Other Securities 
Stock in Federal Reserve Bank. . . 
Loans: 
Loans and Discounts $ 67,284,886.50 
Real Estate Mortgages . . . . 15,578,915.12 
Overdrafts ies 5,637.09 
Branch Buildings and Leasehold Im- 
provements. . . 
Other Heal. Estate 80 
Accrued Income Receivable—Net . 
Prepaid Expense 
Customers’ Liability Account of 
Acceptances and Letters of Credit 


TOTAL RESOURCES 


LIABILITIES 
Deposits: 
Commercial, Bank and Savings . $541,521,361.42 
U. S. Government 15,340,366.54 
Treasurer, State of Michigan . 10,621,162.07 
Other Public Deposits . . . . 22,346,469.82 
Capital Account: 
Preferred Stock (363,475 Shares) 9,086,875.00 
Common Stock (825,000 Shares) 8,250,000.00 
Surplus 8,413,125.00 
Undivided Profits ... Be 6,815,737.00 
Reserve for Retirement of Pre- 
ferred Stock 818,464.07 
Reserve for Common Stock Dividend 
No. 13, payable February 1, 1941 
Reserves 
Our Liability Account of Acceptances 
and Letters of Credit 


TOTAL LIABILITIES .... 








—_—_—_ 
Member Federal Deposit Insurance Corporation 
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NATIONAL BANK 
OF DETROIT 


Complete Banking and Trust Service 


Statement of Condition, December 31, 1940 


$241,687,747.99 
237,958,446.37 


58,798,907.59 
72,500.00 


82,869,438.71 


926,972.99 
7,439.75 
1,738,947.33 
841,420.19 


1,775,205.28 
$627,377,026.20 


$589,829,359.85 


33,384,201.07 


412,500.00 
1,975,760.00 


1,775,205.28 
$627,377,026.20 


United States Government securities carried at $40,026,509.00 in the foregoing statement 
are pledged to secure public and trust deposits and for other purposes required by law. 








VA 


Investment 


. 
and Finanee 
Epitep sy OSCAR LASDON 


Bank Deposits 


ILE deposits are now at the 
highest level in banking history, 
the opinion has been expressed 

that 1941 will witness a decline in total 
balances. This conclusion arises out of 
the belief that the Government will fol- 
low a policy of financing its require- 
ments through the sale of Treasury ob- 
ligations to private and corporate 
investors, rather than continuing to seek 
recourse to commercial banks. Thus, it 
is maintained that substantial with- 
drawals of private balances will occur 
and that this change will be reflected in 
banking statistics. 

But this argument, it is pointed out 
in financial circles, is quite fallacious. 
What happens when investors buy 
bonds? Nothing very complex. The 
Treasury is merely paid with checks 
from private balances to the extent that 
bonds were purchased. In other words, 
a simple transfer of funds merely takes 
place. And what happens when the 
Treasury receives these funds for its 
own account? Aren’t they ultimately 
returned to private accounts in payment 
for goods and services purchased? Ac- 
cordingly, it is obvious that no great 
diminution of deposits can be expected 
to occur from such an operation. 

When the Treasury sells its bonds to 
commercial banks, the process is only 
slightly different. However, in this in- 
stance, deposits are expanded rather 
than reduced. Any borrowing from 
commercial banks, be it public or pri- 
vate, increases the volume of balances. 


When the Treasury sells bonds to com- 
mercial banks, the net effect is similar 
to that of a private business loan. The 
Treasury receives a credit on the books 
of the banks, thus automatically enlarg- 
ing the volume of deposits. These 
Treasury balances are then drawn 
against and the funds are eventually 
transferred to private accounts. Per- 
haps these balances may not come to 
rest in the same institutions, but the 
effect is an increase in the deposits of 
the banking system and this should 
roughly equal the amount of the bor- 
rowing. 

In other words, if a decline in bank 
deposits is to occur, it will probably 
accrue as the result of restrictive action 
on the part of Federal Reserve author- 
ities rather than as the outcome of the 
Treasury’s siphoning of savings. 


—_ 


CAPITAL RATIOS 


The annual report of the New York 
State Banking Department has just been 
issued by Superintendent William. R, 


White. The report is especially inter- 
esting for his discussion of capital- 
deposit ratios, which gives us somie ‘idea 
as to how this relationship came. to be 
observed as a guiding principle:to test 
the sufficiency of bank capital accounts. 

In looking over bank statements, most 
of us check the capital and deposit 
items, comparing them to see whether 
sufficient shareholders’ funds are em- 
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Ratio of Capital Funds te 








Liabilities 
Total Subject to 
Liabilities Investment Risk 

ORS. So osok Rous 13.90 18.96 
TORS: 26s iha Cis 13.36 18.18 
BOUT x. bw suc oa as 11.63 15.49 
BOSS sis 5 Hie dia scitne 10.86 13.38 
BOER Gikcs sobneee 9.79 12.51 
Bet ae gan nape 11.17 14.40 
OGR CaS hess 12.77 16.47 
ROG i tiaiiey sees 12.60 16.03 
ys, Sai Gee eae 12.96 16.24 
BORE 3 ae ene: 11.42 13.94 
MORE ows v8 3:3 ... 11.98 14.38 
RONG seas (aware 12.54 16.11 
aes Ore Re ees 12.71 16.40 
WORE dee te cea 13.08 18.36 
WO iS ee Sethe 16.88 22.96 
WOO aso Sablewceen 18.61 24.57 
1G oo) ese 27.42 
WS 66.6038 i ee 26.88 
NGOS a ica vahiccs 19.76 25.37 
WA ch ccs os Te 23.98 
MO ic wre adie b's 17.08 22.93 
NE ids & ae + ore 14.53 21.53 
SON a te. oad 15.79 24.16 
WOR... k Sokinsées ... 14,42 24.20 
NOOO tilcac's seat 12.07 21.42 
TOSS avec he's ox 10.82 19.31 

26-year average 14.60 20.23 


ployed. It was generally agreed, be- 
fore the recent tremendous growth in 
deposits, that the ratio of capital to 
the latter should be around one to ten. 
What was the origin of this comparison? 

Mr. White tells us that its origin may 
be found in a principle followed before 
the advent of bank supervision. “In the 
earliest charters issued in this state by 
special act of legislature, and in the first 
charters granted in other states,” he 
notes, “provisions are found in effect 
limiting the amount of debts which a 
bank could have in relation to its capi- 
tal funds. These restrictions varied 
rather widely, requiring banks to have 
capital of from 10 per cent to 30 per 
cent of liabilities. Later, as general 
banking laws were adopted and bank 
supervision and examination developed, 
the rule seems rather generally to have 
been dropped as a legislative mandate 
and became instead an elastic admin- 
istrative principle. Our banking troubles 
of the early °30’s, however, resulted in 
a revival of support for the rule and in 
its more frequent and rigid application. 





This renewed interest was reflected by 
proposals for legislation both in the 
states and in Congress, which in effect 
would have required banks to maintain 
capital equivalent to 10 per cent of 
liabilities.” 

Of course, this capital-deposit ratio 
has been, and still is, of considerable 
value, But isn’t a more reliable guide 
of the safety of an institution’s position 
to be found in a comparison of the re- 
lationship between capital funds and 
invested deposits? After all, total loans 
and investments are the items which 
are subject to depreciation and these are 
the accounts from which any loss must 
be made up out of capital funds. 

Mr. White presents a_ statistical 
analysis, carrying us back to 1915, 
which illustrates the relationship of 
“book capital funds” to both total lia- 
bilities and “liabilities subject to invest- 
ment risk.” This table is reproduced 
on this page, in the belief that it will be 
of interest to many bank officers. 


_ 





CREDIT CONTROL 


The Federal Reserve Board has re- 
quested further powers to restrict credit 
expansion; additional means of com- 
batting possible inflationary tendencies 
are wanted. 

The Reserve Board’s demand is ex- 
pected to stir up considerable opposi- 
tion in at least one direction. A more 
complete control over credit necessitates 
a regulation of all sources of credit, 
whether those sources are or are not 
members of the Reserve System. And 
any attempt to extend Federal control 
over state institutions previously exempt 
is more than likely to have sharp po- 
litical repercussions. 

One thing is apparent to Federal Re- 
serve authorities. Even if new legisla- 
tion enables the Reserve System to im- 
pose higher reserve requirements, the: 
successful application of monetary 
policy will be seriously impeded unless: 
control is also extended to non-member: 
institutions. The “leakages” will be too. 

reat. 


It should be noted that the Reserve 
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Board has not asked that all state banks 
be forced to enter the Reserve System. 
Compulsory membership is not neces- 
sary to assure effective credit control. 
The same end can be accomplished by 
requiring all non-member institutions 
to keep their reserves on deposit in the 
System. This is something of a com- 
promise nature that has been suggested 
in the hope that much of the local op- 
position will be eliminated. 

In this manner, state autonomy will 
be largely preserved and the dual bank- 
ing system will continue to remain un- 
disturbed. State banking departments 
will not be superceded by Federal 
agencies. 

There are about 8,000 non-member 
banks which may be affected by new 
legislation. Of course, some of the rea- 
sons which impelled institutions to avoid 
Reserve membership in the past no 
longer exist. For example, banks used 


to point out that interest was lost on 
reserves that were kept with the Reserve 
Bank. But now that no interest can be 
paid on demand deposits, funds kept 
with city correspondents are not income 


producing. 

Another argument advanced for 
membership is that member institutions 
receive many free services from the local 
Reserve Banks that are denied to others. 


—_ 


FOREIGN ASSETS 


As this issue goes to press, reports 
are current that the Government will 
seek to “freeze” all foreign assets in 
the United States. Such an act would 
curb the flow of foreign funds out of 
this country, except under license. _Li- 
cense systems already apply to the funds 
of those countries which have been in- 
vaded by the totalitarian powers. 

Obviously, such a measure is de- 
signed to control the funds of the Axis 
powers on deposit here. Licenses, it is 
pointed out, would be readily granted 
to friendly nations while financial opera- 
tions of other countries would be ex- 
amined carefully. A feeling prevails 
that substantial funds of European coun- 
tries are being used to finance fifth 
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column activities and espionage. This 
includes balances of Switzerland, which 
is considered to be under German in- 
fluence. 


TAXES 


Discussing “The New Excess Profits 
Law,” J. S. Seidman, well known New 
York tax expert, recently expressed the 
belief that a real “taxkreig’” would de- 
velop later this year when vur legis- 
lators were further impressed with the 
seriousness of the estimated Federal 
deficit of $10,000,000,000. 

Mr. Seidman declared that “a sweep- 
ing revision of the entire Federal tax 
structure is indicated. To finance our 
enormous defense expenditures it is ob- 
vious that a still greater porportion of 
our income will have to go to the tax 
collector. Our present income tax laws 
will only produce at the most about 
$1,000,000,000 of additional revenue. 
In the face of a $17,500,000,000 budget 
this is like shooting spitballs at battle- 
ships. With bigger and better deficits 
in the offing, it looks as if a real ‘tax- 
kreig’ is ahead of us.” 

Comparing British and American in- 
come taxes, Mr. Seidman emphasized 
the great difference of 3714 per cent 
normal income tax on individuals in 
England as against 4 per cent in this 
country. British corporations pay a 
normal income tax of 421% per cent 
and an excess-profits tax of 100 per 
cent, whereas in this country, he pointed 
out, normal corporation tax rates now 
range from 15 to 24 per cent and excess 
profits taxes from 25 to 50 per cent. 


Mr. Seidman stated that while he does 
not expect that any such rates as exist 
in Great Britain will be immediately 
adopted here, a sharp increase over 
present rates should be welcomed as a 
protection against any inflation which 
might threaten. 

In this connection, a glance at Presi- 
dent Roosevelt’s budget message is 
worth while. The President has come 
out for a policy of “progressive” taxa- 
tion—in other words, levies based on 
ability to pay. Thus, the impact of 
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MANUFACTURERS 
TRUST COMPANY 


Condensed Statement of Condition as at close of business 
December 31, 1940 


RESOURCES 

Cash and Due from Banks ......  $388,847,896.81 
U. S. Government Securities 326,449,030.83 
State and Municipal Bonds..... 30,843,326.09 
Steck of Federal Reserve Bank... . 2,242,450.00 
Otek SOrRenes 36a oe 8000s 42,456,911.76 
Loans, Bills Purchased and 

Bankers’ Acceptances 215,187,558.00 
TIGRE: 6's. 5 koe bis es bee 19,817,144.93 
Banking Houses 12,242,189.52 
Other Real Estate Equities 3,019,958.32 
Customers’ Liability for Acceptances 7,059,581.10 
Accrued Interest and Other Resources 2,293,209.09 


$1,050,459,262.45 


LIABILITIES 

Preferred Stock .... $ 8,749,520.00 
Common Stock 32,998,440.00 
Surplus and 

Undivided Profits .. 40,986,644.69 82,734,604.69 
Reserves .... ° 4,873,323.50 
Reserve for Preferred Stock a 

Fund . ‘ - 21,594.86 
Common Stock Dividend 

(Payable January 2, 1941) 824,959.00 
Preferred Stock Dividend 

(Payable January 15, 1941) 218,738.00 
Outstanding Acceptances ........ 7,726,982.32 
Liability as Endorser on Acceptances “ 

and Foreign Bills ang 350,000.00 
Deposits .. 953,709,060.08 


$1,050,459,262.45 


Principal Office: 55 Broad Street, New York City 


67 BANKING OFFICES IN GREATER NEW YORK 
European Representative Office: 1, Cornhill, London, E. C. 3 


Member Federal Reserve System 
Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 
Both nner ye phat, sy gh ple: 86 hates 


The Preferred is convertible into and has a preference over the 
Common to the extent of $50 per share and accrued dividends. 
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heavier taxation will continue to be 
borne by personal and corporate in- 
comes, as well as by estates and gifts. 
Any tax policy designed to restrict con- 
sumption will be opposed as long as 
the nation’s productive facilities are not 
in full use. 

It is also interesting to observe that 
Professor Harold G. Moulton of the 
Brookings Institution has expressed his 
opinion that if a national income of 
$75,000,000,000 per annum were at- 
tained over the next three years, our 
rearmament could be achieved without 
further Federal deficits and without 
“unbearable” taxation. 


_ 


TAX EXEMPTS 


According to the Treasury Depart- 
ment, $23,600,000,000 of Federal and 
local Government obligations entirely 
exempt from income taxes, were out- 
standing in the hands of the public as 
of June 30, 1940. Two-thirds of these 
were state and municipal issues. 

Another $31,200,000,000 of obliga- 
tions, all Federal issues, were free from 
normal Federal income tax rates but 
were not immune to surtaxes. An addi- 
tional total of $15,400,000,000 of Fed- 
eral issues did not rest in private port- 
folios but were in the hands of govern- 
mental units and agencies, as well as the 
Federal Reserve Banks and Government 
funds. Thus, the sum total of all fax- 
exempts amounted to $70,200,000,006 at 
the close of the first half of last $3 


—_— 


ECONOMIC FALLACIES 


A report issued by the National As- 
sociation of Manufacturers presents a 
list of eleven economic fallacies that 
have tended to restrict employment ex- 
pansion and industrial recovery. These 
misconceptions, which are stated. to 
have been reflected in legislation and in 
the thinking of many important groups, 
are refuted by statistical and factual 
evidence presented by the association. 
They are enumerated as follows: 

1. That wealth and income in the 
United States are becoming more con- 
centrated. 


2. That the national income can be 
increased without increasing production. 

3. That wage rates alone determine a 
wage earner’s real income. 

4. That labor gets only a small share 
of what it helps to produce. 

5. That technological improvements 
create unemployment. 

6. That profits are not necessary. 

7. That economic recovery can be 
achieved by government spending. 

8. That ten years of depression prove 
the private enterprise system has failed. 

9. That competition is no longer ef- 
fective. 

10. That the average man pays little 
taxes. 

11. That “oversavings” in the nation 
as a whole cause depressed business con- 
ditions. 

The report contests the claim that “2 
per cent of the families own 80 per cent 
of the wealth” and states this conten- 
tion. is entirely fallacious. Professor 
Wilford I. King’s studies are cited to 
show that 45 per cent of the families 
own 83 per cent of the wealth of the 
country. 

Considering the fact that we “custom- 
arily speak of the profit system, in real- 
ity ours is a profit and loss system. 
There is never a time when all business 
makes a profit,” the survey notes. It is 
pointed out, for example, that in the 
boom year, 1929, 41 per cent of all ac- 
tive corporations showed no profit while 
in 1932 and 1937, respectively, the to- 
tals were 82 per cent and nearly 60 per 
cent. 


© 


Wat we desire most of all at the 
moment is the world at peace, with 
sound economy in every nation so that 
national and international trade can 
flourish, making available a permanent 
market for goods and services. Only 
through world trade ean the natural 
deficiencies of one nation be supplied 
by the natural surpluses of others with 
resulting benefits to all_—Paul Thomp- 
son, President, Corn Exchange National 
Bank and Trust Company, Philadelphia, 
in his recent annual report to the bank’s 
stockholders. 
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ON THE 
WEST COAST 


By JOHN FARNHAM 


N examination of what Western 
AN vents did and did not do in 1940 

cannot fail to lead to a degree of 
pessimism. For the twenty-five banks 
shown in the accompanying tabulation, 
deposits shot up an aggregate of 14 
per cent while loans increased by only 
about 9 per cent, resulting in a decline 
of 2 per cent in the aggregate loan ratio 
of these twenty-five banks as compared 
with the 1939 year-end figure. At the 
same time in almost all instances the 
banking capital structure tended to 
move out of line in relation to deposits. 
These results, obtained in a year of 


relative slack inflationary activity on, x 


the part of Government, would seem to 
indicate pretty clearly what can happen 
in the next few years. The Govern- 
ment is going to spend as it has never 
spent before and, if it does this as it 
has in the past by borrowing from the 
banks, it can only mean that deposits 
will be still further inflated. At the 
same time, unless additional bank capi- 
tal is obtained, each dollar of bank capi- 
tal will have to stretch over an ever 
increasing number of depositors’ dol- 
lars. 
last is not particularly dangerous, be- 
cause loans are Gown to such a point 
that depositors are adequately protected 
even with the relatively low capitaliza- 
tion. However, a sharp pick-up in de- 
mand for loans, coupled with the almost 
certain increase to be expected in de- 
posits, would throw many of these 
Western banks far out on a limb. 
Indeed it begins to look as though 
Western banks ought to establish a ceil- 
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Taking some Western banks, this - 


ing on loans at about 40 per cent of 
deposit lines, if they are to be at all 
times in a position to resist the defla- 
tionary swing which, of a certainty, lies 
somewhere over the horizon. For addi- 
tional bank capital, the other alterna- 
tive, seems unlikely to be forthcoming. 
All this is a little ironic. For nearly a 


decade banks have been trying to lend 
more and more money. Now, when a 
pick-up in the démand for bank funds 
seems at least-imminent, it appears un- 
ec banker will find 
ee os of 


likely, that the ca 


it w ove 


the 


Mes thing to 
watch. For when ahd i mercial de- 
mand for bank\credit Pe , and as- 
suming that banks mpyg, to limit lending 
to around 40 per cent of their deposit 
lines, it would follow. that consumer 
finance departments would be curtailed. 
The reaction of the general public to 
that would be vituperative in the ex- 
treme. Banks have been stressing their 
willingness to lend on housing, auto- 
mobiles and so on until the public has 
come to expect a bank loan as a matter 
of course. If the banks should reverse 
their position and resist such lending, 
the public wouldn’t like it at all. 

Of course there may not be much of 
a pick-up in the commercial demand 
for funds, despite the war activity. But 
it is hardly tenable to suppose this. The 
war effort has not caught hold on the 
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Coast yet, but as it does employment 
should increase, payrolls should in- 
crease, and prices should increase—all 
of which should lead to stepped-up 
commercial activity in lines wholly re- 
moved from the manufacture of muni- 
tions and military equipment. Increased 
commercial activity of course means in- 
creased commercial borrowing and, if 
our interpretation is correct to this 
point, that in turn should mean de- 
creased consumer borrowing so far as 
the banks are concerned. At least, if 
it is not made to mean that we are surely 
heading into trouble. Thus a study of 
the tabulation, coupled with a knowledge 
of the type of business conducted by 
the banks included in it, shows that 
those banks which have made a deter- 
mined effort to get consumer paper and 
housing loans are lending pretty close 
to 50 per cent of their deposits while 
those banks which have stuck close to 
commercial banking are lending about 
25 per cent of their deposit position. 
That would indicate that of the $1,900,- 
000,000 in loans held by these twenty- 
five banks, about a billion was in the 
consumer and mortgage field with the 
balance lent to business. If against this 
you double your commercial demand 
for money, which is entirely possible, 
and at the same time maintain consumer 
loans at their present rate, the aggre- 
gate loan ratio of these twenty-five 
banks would rise to about 60 per cent. 
That is probably higher than it ought 
to go considering present capital ratios, 
because from such a base it would be 
quite easy to run into the same sort of 
over-extension which, climaxing in Oc- 
tober, 1929, brought on the crisis of 
the early 1930's. 


Capital Structure 


In fact such a base may already have 
been laid. The crux of whether it has 
been or not probably lies in the general 
bank capital structure. If, for example, 
$500,000,000 could be transferred from 
the deposits shown in the tabulation to 
the capital funds total, it would give 
these banks a dollar of capital for each 
$5 of deposits and place them in a po- 
sition to withstand a deposit increase 
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of up to 30 per cent, which, if they 
jumped 14 per cent in a year like 1940, 
can be expected in 1941. But there are 
a variety of reasons for not expecting 
any material capital increase. In the 
first place, as was shown last spring 
in the case of the Bank of America’s 
preferred stock sale and the proposed 
sale of common stock by the United 
States National Bank of Portland, the 
public is disinclined to buy bank stocks. 
Also, as a matter of fact, most bankers 
are disinclined to try to sell them to 
the public and are almost certain to re- 
sist selling them to the Government, be- 
cause additional issues reduce equities 
in both earnings and assets for out- 
standing shares. Current rates of divi- 
dends would have to be reduced and 
no one likes to contemplate that. So 
the acquisition of additional funds in 
capital accounts probably need not be 
expected, unless it is forced and there 
is no indication that that is being cur- 
rently contemplated. At least no one 
has mentioned it. However, there is 
one fortunate feature of this Western 
bank capital structure. It is that gen- 
erally those banks with the weakest capi- 
tal position are the ones with the small- 
est loan ratios and the ones whose de- 
posits have shown a tendency to climb 
the fastest. In other words, an increas- 
ing percentage of their assets is being — 
converted into cash. So long as that — 
tendency continues, the amount of their 
capital is, obviously: not a matter of 
concern. But a pick-up in commercial 
activity is not likely to leave them in 
their present position for very long. 


Inflationary Challenge 


This whole discussion goes back, of 
course, to the fundamental premise that 
we have entered a violent inflationary 
swing. (These 1940 figures show it, 
although’ none of us realized when it 
started.) More than this, Western bank- 
ing does not seem ready to meet the 
challenge of an inflationary economy 
for, as I have tried to point out, that 
challerge must be answered by a cur- 
tailment of consumer lending or by the 
acquisition of additional capital, or 
both, although for most banks here 
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GENERAL MOTORS AA CORPORATION 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products 
of General Motors Corporation 
and its world-wide affiliates: 
CADILLAC, BUICK, OLDSMOBILE, 
PONTIAC, CHEVROLETautomobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 


and heating equip- GEN] 


ment; GMC trucks; 
BEDFORD, VAUX- 
HALL and other 


MA OT ¢ 
NSTAL 


I MENT 
PLAN 


foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom- 
modation, GMAC issues one stan’ 
dard form of note. This obliga- 
tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


NY 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK 


only one of the two courses would be 
necessary. Yet in no instance has any 
banker indicated he contemplated any 
such thing. The banks with large con- 
sumer lending facilities apparently pro- 
pose to go right on making such loans 
(perhaps because of the difficulty of cut- 
ting down as indicated earlier). Simi- 
larly, those banks which on the record 
appear to need additional capital ap- 
parently have no plans for getting it 
(again probably for the reasons indi- 
cated above). Looking back to the 
1920’s it is apparent that those banks 
and individuals who survived the stress 
of 1930-33 were the ones who took ad- 
vantage of the stock market inflation to 
put themselves in a highly liquid posi- 
tion. In the case of individuals that 
meant getting out of debt. In the case 
of banks it meant accumulating addi- 
tional capital and converting note 
pouches into ever shorter maturities. 
Those who followed any other course 
faced disaster. With the opening of 
1941 the Western banking record does 
not indicate that it is particularly in- 


- BRANCHES IN PRINCIPAL CITIES 


clined to heed the lesson of 1929. How- 
ever it is for 1941 to confirm or dis- 
prove this judgment. If a year hence 
this tabulation shows the same kind of 
ratio figures as are now shown, you 
can put it down that we Westerners are 
shooting the works. 


10) 
SERVICE CHARGE UNIFORMITY 


THE question, what is the best form of 
public relations effort that banks might 
put forth, brings out a great assortment 
of ideas and suggestions, among which 
our scoreboard indicates the majority 
vote is for the elimination of the thing 
that, in the opinion of many, causes 
more criticism of banks than any other 
one thing, namely, encountering differ- 
ent charges for the same service in 
neighboring banks. More customers 
have snarled within our hearing “why 
don’t you bankers make up your minds,” 
than any other criticism—Nebraska 
Bankers Association Record. 


THE BANKERS MAGAZINE for February, 1941 





Finaneial 
Situation 


O striking change in the military 

situation in the countries at war 

has taken place from that reported 
in these pages last month, but the re- 
sistance of the British in Africa and the 
Greeks in Albania against the Italian 
forces has continued with increased 
effectiveness. The conflict between 
Germany and Great Britain, though 
marked by assaults on both sides, re- 
mains indecisive. Threat of extension 
of the war to countries not now en- 
gaged, possibly to the extent of includ- 
ing practically all the leading nations 
of the world, is being generally recog- 
nized and preparations ‘are already 
widely under way to meet this threat. 
In this situation of actual war, and the 
possibility of its spreading, the bank- 
ing, trade and finance of all countries 
are all seriously affected. Nor is there 
any apparent immediate improvement 


Abroad.. 


A Monthly Survey 


of this deplorable situation, since the 
aims of the combatants are so far apart 
that any prospect of reconciliation be- 
tween them, on a basis of compromise 
seems hopeless. And even with the vic- 
tory of either side the problems of re- 
habilitation that must emerge when 
peace is declared are found to be of a 
staggering character, so ominous in 
fact that, in the opinion of not a few, 
they will involve changes in the social 
organization in many lands of an ex- 
tremely radical nature. These forebod- 
ings may or may not be warranted, but 
while such fears exist they do have a 
depressing influence in preventing that 
restoration of confidence in interna- 
tional relations essential to the carrying 
on of the customary trade and financial 
operations among the nations of the 
world. 


Christiania Bank og Kreditkasse 


Oslo, Norway 


Telegraphic address: Kreditkassen 


Founded 1848. 


First established 
private bank in 
Norway 


BANKING BusINEss OF EVERY 
DESCRIPTION TRANSACTED 


Paid up capital 
and reserve funds 
Kr. 40,000,000 


New York Agents: 


The National City Bank, Guaranty Trust Company, Irving Trust Company and 
The Chase National Bank 
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GREAT BRITAIN 


AsIDE from the problems involved in 
actual warfare between Great Britain 
and Germany and Italy also, the other 
most pressing problem with which 
British authorities have to deal is that 
of utilizing credit resources. in the 
United States, and likewise of obtaining 
from this country guns, tanks, ships and 
airplanes needed to supplement her own 
military equipment. Although Great 
Britain still has large resources in the 
shape of American securities owned, 
these cannot be speedily realized on 
without serious depression in the secur- 
ity markets of the United States, but 
they might be employed as collateral 
for loans without incurring this draw- 
back. While Great Britain is evidently 
relying on help from America in pro- 
viding war materials, and it is recog- 
nized on both sides that the disposition 
to furnish this help is not lacking, the 
ability of the United States to meet 
these urgent demands in the time avail- 
able remains a disquieting element in 
the future course of the war now in 
progress. 


Economic Conditions 


From Foreign Commerce Weekly it is 
learned that, as of October 18, there 
were 635,400 persons registered as 
wholly unemployed, 171,100 as partly 
unemployed, and 28,300 in casual em- 
ployment. 

Imports into the United Kingdom in 
November were valued at £72,900,000; 
domestic exports at £21,700,000; and 
re-exports at £720,000. As compared 
with the trade in November, 1939, these 
figures represent declines of 13.2 per 
cent in imports; 42 per cent in domestic 
exports; and 74.1 per cent in re-exports. 
The totals for 11 months of 1940 show 
the value for imports at £1,037,000,000, 
as compared with £801,000,000 for the 
like period of 1939; domestic exports 
at £389,000,000 as compared with the 
January-November total of £399,000,000 
for 1939, and re-exports at £25,000,000 
against £43,000,000. 

Total expenditures during the first 
nine months of the fiscal year (April- 
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December) were £2,708,000,000 and 
revenues £752,300,000. Of the total 
deficit of £1,955,700,000, about £855,- 
000,000 was raised through savings and 
the remainder by an increase in the 
debt. 

The Government announced that on 
January 2 two new loan issues would 
be placed on sale. The first is 24% per 
cent National War Bonds, 1946-48, and 
the second is 3 per cent Savings Bonds, 
1955-65, both to be issued “on tap,” 
both issued and repaid at par—full pay- 
ment being required at date of sub- 
scription. Arrangements have been 
made for small investors to subscribe 
up to £1,000 for each issue in multiples 
of £25. The 214 per cent National War 
Bonds, 1945-47, issued on June 25 are 
now, discontinued. A total of £429,- 
000,000 of that issue was subscribed 
since that date. 


_ 


PHILIPPINE ISLANDS 


The Secretary of Fnance has issued a 
statement to the effect that ordinary 
government revenues for the current 
fiscal year will probably be 10 per cent 
below budget estimates, with the result 
that government expenditures may be 
reduced by about 9,000,000 pesos. 


HAWAII 


Substantial increases in many lines of 
business and industrial enterprise fea- 
tured the past year. Tax collections 
show retail trade 12 per cent greater 
than in 1939, with a 1940 total of 
$143,040,700—while wholesale _ busi- 
ness, exclusive of production and some 
manufacturing, was valued at $90,- 
945,000. 

New high records were established 
for construction of all kinds. The value 
of total private construction in Hono- 
lulu reached an all-time high of $10,- 
850,000, and real estate transactions 
throughout the Territory established a 
6-year peak of $13,912,700. As part of 
the national defense program, Army 
and Navy construction activities also 
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reached record proportions, with further 
heavy expenditures planned for 1941. 

Tourist travel was greater than in 
1939, with 25,328 visitors bringing into 
the Territory about $12,600,000. 

During the year thousands of new 
jobs were obtained by workers in 
private industry, and this fact, coupled 
with the large influx of defense project 
workers, caused a sharp increase in pay 
rolls and in community purchasing 
power. 


_c 


THE ARGENTINE 


UNDER date of December 30, 1940, the 
First National Bank of Boston received 
the following information from _ its 
branch in Buenos Aires: 

November exports were valued at 
m$n 78,582,000 or m$n 12,828,000 less 
than imports, bringing the import bal- 
ance for the first 11 months up to 
m$n 81,748,000 as compared with an 
export balance of m$n 222,209,000 in 
the same period last year. 


Nov. 1940 Nov. 1939 
m$n mn 
Bank clearings. . .3,129,000,000 3,451,000,000 
Liabilities failures 27,594,000 4,973,000 
The combined bank statement issued by 
the Central Bank for October, 1940, shows: 


The official exchange market remains 
unchanged with the buying rate for the 
peso at 335.82 to the dollar and 13.50 
to the pound; the selling rates at 373.13 
and 15 for official and 422.89 and 17 
for secondary official exchange. In the 
free market there were no fluctuations 
of importance. The peso improved in 
terms of the dollar to 423, today’s clos- 
ing quotation. 

A sharp drop in trading activity dur- 
ing the week following the issue of our 
previous bulletin was in part respon- 
sible for the decline in the aggregate 


turnover for November which amounted 
to only m$n 78,793,000 compared with 
m$n 98,229,000 in the previous month. 
Trading during the present month has 
been steady with prices in general show- 
ing satisfactory gains and in many cases 
the highest levels in several months have 
been reached. National government 5 
per cent issues sold fractionally above 
par for the first time in two months. 
Today’s average net price of 5 per cent 
“cédulas” (National Mortgage Bank 
bonds) is at the highest point since 
May. 

As reported by Ernesto Tornquist & 
Co., Ltd., in their Business Conditions 
in Argentina (Quarterly Report for 
October, 1940): “Banking business is 
very quiet on account of the general 
commercial inactivity reflected by the 
bank clearing and foreign trade statis- 
tics. The free peso exchange recovered 
by about 7 per cent owing to the influx 
of capital from abroad. Failures are 
lower than in 1939, Security values are 
firm though during the last quarter the 
volume of operations was comparatively 
small. The traffic receipts of the rail- 
ways show a marked downward tend- 
ency, owing mainly to the small grain 
movement.” 

_ 


COLOMBIA 


THE financial situation of the govern- 
ment has shown marked improvement 
during the last few months. The latest 
complete statement of the treasury; that 
for August 30, 1940, reported a deficit 
of 1,839,000 pesos, compared with 
1,162,000 pesos at the end of July and 
773,000 pesos on June 30. However, 
preliminary data place ordinary receipts 
for the 3 months ended November 30 
at 25,348,000 pesos against ordinary ex- 
penditures of 21,678,000 pesos. 
Ordinary revenues and expenditures 
for 1941 are estimated at 76,734,000 
pesos by law 87 of December 16, 1940 
(published in the Diario Oficial of De- 
cember 21, 1940). (American Em- 
bassy, Bogota, December 27, 1940.) 
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THE ROYAL BANK 
OF CANADA 


Head Office, Montreal 


SIR HERBERT S. HOLT MORRIS W. WILSON 

Chairman of the Board President and Managing Director 

G. H. DUGGAN W. F. ANGUS A. E. DYMENT 
Vice-Presidents 


S. G. DOBSON 
General Manager 


Condensed Annual Statement 
as on November 30, 1940 


ASSETS 


Cash on Hand, in Banks and in Bank of Canada $206,591,389 
Government, Provincial and Municipal Securi- 

ties not exceeding market value 328,569,322 
Other Bonds, Debentures and Stocks not ex- 

ceeding market value 32,155,514 
Call. L 17,638,182 
Commercial Loans 333,369,120 
Bank Premises 14,446,008 
Liabilities of Customers under Letters of Credit 

and other Assets 22,800,791 


$955,570,326 


LIABILITIES 
Capital, Reserve and Undivided Profits $ 58,927,147 
Notes of the Bank in Circulation 25,103,352 
Deposits 852,398,196 
Letters of Credit and Other Liabilities........ 19,141,631 


$955,570,326 


Over 600 Branches in Canada and Newfoundland 
66 Branches Abroad, including: 


LONDON, NEW YORK, BARCELONA, HAVANA; BUENOS AIRES, 

RIO DE JANEIRO, SAO PAULO, MONTEVIDEO, LIMA, BOGOTA, CARACAS, 

BELIZE, NASSAU, also in PUERTO RICO, DOMINICAN REPUBLIC, HAITI, 

BARBADOS, DOMINICA, JAMAICA, ST. KITTS, TRINIDAD, MONTSERRAT, 
ANTIGUA, GRENADA, BRITISH GUIANA. 





NEW YORK AGENCY NORMAN G. HART 
L 68 William Street EDWARD C. HOLAHAN 





Agents 
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for the Banker 
who wants Information 


on CANADA... 


the Bank of Montreal possesses— through its nation- 
wide system of branches — unexcelled sources for 
obtaining data on all phases of Canadian business life. 
Enquiries are invited, and may be addressed 
to the Business Development Department, 
at the Head Office of the Bank in Mon- 
treal, or to any of the United States offices. 


BANK OF MONTREAL 


Established 1817 


NEW YORK: 64 Wall St. — CHICAGO: 27 South La Salle St. 
SAN FRANCISCO: Bank of Montreal (San Francisco) 333 California St, 








Current Conditions in Canada 


HE New Year opened with evidence 

on every hand of the stimulating 

effect upon general business of the 
increasing momentum of Canada’s war 
effort, reports the January 22 Business 
Summary of the Bank of Montreal. The 
summary continues: 

“So far, the transition from a peace- 
time to a wartime basis has been ac- 
complished without any marked general 
rise,in prices and without labor difficul- 
ties or other disturbing factors. For 
this, credit in due measure must be 
given to the governmental controls and 
regulations which have been established 
as circumstances have called for them. 
The prospect for the year now entered 
upon is more complicated. While 
Canadian production has already made 
an impressive contribution to the war 
effort of the British Empire, much of 
the activity has been of a preparatory 
nature and, both financially and from 
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a technical point of view, comparatively 
simple. The great bulk of the war ap- . 
propriations, however, has yet to be ex- 
pended. As workshops become manned 
on a scale commensurate with the fac- 
tory facilities that are being provided, 
the heavy demands for skilled and semi- 
skilled labor will exercise increasing 
pressure upon purely domestic enter- 
prise. At the same time, expanding 
wage-rolls consequent on an ‘all-out’ 
program by munition industries will so 
enlarge the general spending power that 
increasing demand for consumer goods 
may naturally be expected. It is when 
these tendencies become more fully de- 
veloped that the real test will come of 
governmental controls and regulations 
and of the spirit in which the Canadian 
people give their codperation. 

“The first month of the New Year, 
usually attended to some extent by a 
post-holiday pause in some lines of busi- 
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ness, has maintained the trend estab- 
lished in 1940. In that year, business 
operations recorded an unprecedented 
advance and the volume of production 
exceeded that of any other year in the 
Dominion’s history. The output of ma- 
chine tools increased 800 per cent and 
in December the production of steel 
ingots reached 183,418 tons, a gain of 
28 per cent over December, 1939, the 
output for the full twelve months reach- 
ing a new high record of 1,944,000 tons 
or 46.1 per cent more than the full 
1939 output. 

“A business survey covering the first 
eleven months of 1940, which the Do- 
minion Bureau of Statistics has just 
published, gives the index for the 
physical volume of business as 144.7 
(1926 = 100), a gain of 19.2 per cent 
over the figure for the parallel period 
of 1939; the index of industrial pro- 
duction shows a gain of 22.7 per cent 
and the following are the chief gains 
in individual lines: new construction 
85.1 per cent; pig-iron production 60; 
steel ingot production 47.9; raw cotton 
consumption 53.3; hog slaughterings 
48.6; automobile production 44.3; 
crude rubber imports 52.3; imports 
44.3; exports 31.2; newsprint produc- 
tion 20.4; exports of planks and boards 
15.2; coal production 11.8 per cent. 

“Expenditures under war appropria- 
tions reached $392,800,000 in the first 
eight months of the current fiscal year 
commencing April 1 last and are in- 
creasing upon a growing scale. One of 
the favorable effects has been a substan- 
tial gain in employment, which in manu- 


facturing had reached the highest peak 


in history by December. . . . 

“The conference on the report of the 
Rowell-Sirois Commission, for which 
representatives of the nine Provincial 
Governments met representatives of the 
Dominion Government at Ottawa on 
January 14, revealed such opposition at 
the outset from the Premiers of Ontario, 
Alberta and British Columbia that it 
was dissolved without discussion of the 
main business for which it was called, 
namely, the consideration and, to the 
extent that might be thought expedient, 


the reallocation of the respective Gov- 
ernment responsibilities as between the 
Dominion and the Provinces with such 
compensatory financial readjustments 
as the changes might call for. In the 
absence of any action to remedy the in- 
creasing pressure of overlapping and 
competitive taxation and expenditure, 
there is a feeling that sooner or later 
the problems dealt with in the report 
will become so acute that consideration 
of them will again be sought, possibly 
with the initiative coming this time 
from the Provinces, instead of from the 
Federal authorities.” 


The Canadian Bank of Commerce 


The January issue of the Monthly 
Commercial Letter of The Canadian 
Bank of Commerce reports that the 
bank’s index of industrial activity fell 
from 134 at mid-November to 132 at 
mid-December (1937 = 100), while the 
percentage of plant capacity utilized fell 
rom 98 to 96. The letter continues: 

“This recession was due to a seasonal 
decline in consumers’ goods (food and 
clothing) and forest and non-metallic 
mineral products, which more than off- 
set a moderate rise in the automotive 
trades and in the iron and steel units 
as a whole. The December level was, 
howéver, 18 per cent higher than that 
of December, 1939, while the monthly 
average for 1940 was 25 per cent higher 
than for 1939. 


“With the exception of biscuits and 
confectionery, which continued to record 
increased output, the major categories 
of foodstuffs declined, flour and cereals 
falling sharply and meats only slightly. 
Production of footwear and men’s and 
women’s factory clothing declined, but 
that of men’s furnishings, hosiery and 
knitted goods, woolens, cottons and 
silks recorded slight to moderate gains. 
The production of furniture remained 
unchanged but most other categories of 
forest products declined seasonally. 

“The automotive trades continued to 
be more active, although the recent rise 
was not comparable with the phe- 
nomenal increase of the previous month. 
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The rate of improvement in the heavy 
iron and steel trades (primary produc- 
tion, ship-building, etc.) was accel- 
erated, but that in the medium group 
(castings and forgings, machinery, etc.) 
was more moderate and the light group 
as a whole declined, although there was 
a slight increase in the output of hard- 
ware, tools and sheet metal products. 
Electrical apparatus and copper and 
brass products accounted for a slight 
rise in non-ferrous metal products. The 
decline in non-metallic mineral products 
was seasonal. An improvement in 
leather was mainly responsible for a 
moderate rise in the miscellaneous 
group. 

“The general level of wholesale 
prices in Canada fell slightly between 
mid-November and mid-December, when 
our price index registered 79.50 and 
78.85 respectively. Wheat prices were 
a little stronger, but the coarse grains 
reverted to October levels following the 
rise in November. The market for po- 
tatoes was slightly more active, as was 
that for export grades of apples, 
broader markets for which are opening 
up to replace that in the United King- 
dom. Citrus fruits sold at slightly lower 
levels. The usual seasonal decline in 
deliveries of live stock was accompanied 
by slightly firmer prices for all classes. 
While exports of cattle to the United 
States during the past year were less 
than in 1939, those ef beef cattle under 
the quota for. the fourth quarter of the 
year were slightly in excess of those in 
the same period last year. Deliveries 
of hogs during the past year were 45 
per cent greater than in 1939. 

“Prices established at recent auctions 
for certain classes of fur, particularly 
fox, offerings of which are expected to 
be small this season, showed a marked 
increase over those at previous sales. 
Quotations for butter rose very sharply 
as increasing consumption and lower 
production made inroads in the exist- 
ing supply. The rise was so rapid that 
the Government intervened to stabilize 
prices at levels well below the market. 
Cheese prices were unchanged, but eggs 
fell sharply from the high level reached 
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in November. Of the textiles, cotton 
and wool were firm to slightly higher, — 
but silk prices declined. There was 
little movement in lumber and _non- 
ferrous metal prices, but petroleum was 
higher in certain primary markets, 
‘World contract’ sugar sold at low 
levels, reflecting the poor outlook for 
sales in Europe.” 


The Royal Bank of Canada 


“The highest level of industrial ac- 
tivity in Canadian history, with expand- 
ing payrolls, higher wages and generally 
increased purchasing power, has been 
an important stimulus to retail trade,” 
states the January issue of the Monthly 
Letter issued by The Royal Bank of 
Canada. “Some of the factors involved 
in the upward swing, however, are of 
a temporary and non-recurring nature,” 
continues the letter, “and an indefinite 
continuation must not be anticipated. 
Families which a year ago were subsist- 
ing on a relief allowance covering only 
the barest necessities of food and shelter 
have started to live again—with better 
food, new clothing and comfortable sur- 
roundings. Others with a more sub- 
stantial standard of living, have wished 
to assure themselves of their favorite 
brands of prepared foods, etc., before 
they disappear from the market. 

“This latter situation was intensified 
both by the anticipation and imposition 
of higher taxes and import prohibitions 
in the War Exchange Conservation Act, 
passed by Parliament early in Decem- 
ber. Under this legislation, a wide 
variety of consumers’ goods will be- 
come unprocurable or much more ex- 
pensive. The products now forbidden 
entry from non-sterling countries are 
largely non-essentials and luxuries, 
while the increased excise taxes will 
affect mainly automobiles, radios, elec- 
trical apparatus and other machines. 
Reduced consumption of these products 
will release Canadian machinery and 
equipment for war industries. Supplies 
now in retailers’ hands will not be af- 
fected and brisk demand is expected to 
continue until present stocks are ex- 
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hausted. Later, the Canadian market 
will be largely restricted to goods pro- 
duced at home or in the sterling area, 
i.e., the Empire. 

“These measures, however, will 
merely accentuate a trend which has 
been becoming steadily more obvious in 
recent months. Consumers have been 
demanding Canadian and British goods. 
Large retail merchants have been say- 
ing ‘It’s British! Buy it!’ and stating 
that at least 90 per cent of their mer- 
chandise comes from within the Empire. 
Clerks have become accustomed to re- 
assuring customers that their purchases 
are made in Canada of British ma- 
terials. Both from choice and from 
necessity, Canadians will continue to 
increase the proportion of domestic and 
Empire goods which they consume.” 


Canadian Investments 


Full mobilization of Canadian invest- 
ment markets during 194] to meet re- 
funding and new capital needs is pre- 
dicted by A. E. Ames & Co. In the 
current year an estimated $889 millions 
of Dominion, provincial and municipal 
obligations will mature. Heaviest 
months will be May with $281 millions, 
October with $208 millions and Novem- 
ber with $158 millions. Sinking funds 
will meet only a nominal amount of this 
total. 


Repatriation of British-held securities 
will probably continue. Some $231 
millions were transferred to the Ca- 
nadian Government in 1940 and paid 
for out of 1940 borrowings. A further 
estimated $109 millions of Grand Trunk 
4 per cent perpetual debenture stock is 
now in the hands of the British Treas- 
ury, probably to be transferred to 
Canadian holders. 

Total public debt of the Dominion, 
provinces and municipalities is esti- 
mated to have jumped some $700 mil- 
lions in 1940 to $8.4 billions at the be- 
ginning of 1941. During the year $1.3 
billion of financing was completed by 
the above bodies of which some $516 
millions was refunding and $835 mil- 
lions went for new capital requirements. 
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Reconstruction 
Finance Corporation 
Loans to the 
Railroads 


By 
HERBERT SPERO 


Department of Economics 
College of the City of New York 


‘THs book is a study of Recon- 
struction Finance Corporation 
financing of near-bankrupt rail- 
roads in the depression years 1932- 
1937. It deals with the funda- 
mental difficulties of the nation’s 
railroad system and of the weaker 
carriers in particular. It empha- 
sizes the various purposes for 
which the Reconstruction Finance 
Corporation was created and the 
diverse uses to which the corpora- 
tion’s funds were put. 

It provides a detailed analysis 
of the basic financial ills of the 
St. Louis-San Francisco, the Chi- 
cago and Eastern Illinois, the New 
York, New Haven and Hartford, 
the Missouri Pacific, the Chicago, 
Milwaukee, St. Paul and Pacific, 
the Denver and Rio Grande West- 
ern, and the Chicago and North 
Western. The analysis is amply 
supported by statistical data. The 
policy of the Interstate Commerce 
Commission in approving Recon- 
struction Finance Corporation aid 
to these lines is then studied. 

The author’s conclusion is sig- 
nificant for its statement of the 
new relationship of the Govern- 
ment to debtor roads and for its 
criticism of governmental policy. 


[ statues Publishing Co., 
1 465 Main Street, Cambridge, Mass. I 
| Please send me on approval a copy ot | 
“RFC Loans to the Railroads” by Herbert 
Spero. At the end of 5 days I will either 1 
temit $3.50 or return the book. 1 
1 


Address 


Gace tic ser sin sheen Gh caine Ser cubcin iain 
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THE SEARCH FOR FINANCIAL SECURITY. 
By Robert B. Warren. New York: 
Columbia University Press. 1940. 
Pp. 91. $1.25. 


Tuts book discusses recent developments 
of our money and banking system and 
relates these to the central theme of 
security. The first chapter offers a 
description of the nature of our money; 
the second, of the institution which 
operates our money system; the third 
undertakes an analysis of the ideas of 
credit, capital and interest; the fourth, 
of certain institutions which give reality 
to those ideas; and the final chapter 
presents some general observations and 
methods by which our society has 
attempted by legislation and by practice 
to direct these abstractions and institu- 
tions in such a way as to guard them 
against the hazards discovered in the 
past in its long search for security. 
The author feels that, like armies 
always training to fight the last war, 
our banking system is always merely 
setting up protection against past ex- 
periences. He indicates that our money 
and banking system of the 20’s provided 
us with good security against eco- 
nomic dangers of 1907 and 1920, but 
inadequate to the problems of 1929. We 
now have, he says, monetary defenses 
sufficient to the sort of financial dan- 
gers this country met and succumbed 
to in 1907, 1920, and 1929, but he does 
not encourage the belief that it will 
necessarily prove an adequate ‘defense 
against the next economic and financial 
dangers that may come to plague us. 





BOOKS for 
BANKERS 


Brief Reviews 


History OF MOoNETARY AND CREDIT 
THEORY FROM JOHN LAW TO THE 
Present Day. By Charles Rist. New 
York: Macmillan Company. 1940. 
Pp. 442. $4.90. 


THE author gives the history, not of 
books or men, but of monetary and 
credit ideas, grouping the principal 
theories discussed around particularly 
representative writers. 

Chapters are devoted to: Confusion 
between credit and money in the politi- 
cal economy of the Eighteenth Century; 
Eighteenth Century theories of the action 
of the precious metals on the price level 
and on the rate of interest; Thornton, 
Ricardo, and the Bullion Report; Tooke 
the historian and Ricardo the logician; 
Tooke, creator of the credit theory, the 
currency and banking principles con- 
troversy; gold output and price move- 
ments (1850-1936) ; the action of gold 
and of the discount rate on prices; the 
general theory of money at the begin- 
ning of the Twentieth Century; theory 
of central banks of issue. 

Writers and theories figuring in the 
discussion include: John Law, Cantil- 
lon, Adam Smith, Count Mollien, 
Thornton, Galiani, Verri, Ricardo, 
Tooke, Newmarch, Marshall, Wicksell, 
Cassel, Keynes, Hawtrey, Knapp, etc.; 
velocity theory of circulation, quantity 
theory of money, theory of purchasing 
power parity; Ricardian conception of 
credit, Goschen’s theory of the premium 
on gold, Irving Fisher’s 100 per cent 
cover for bank deposits proposal, 
Tooke’s theory of crises, Knapp’s nomi- 
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nalist theory, Blackett’s “planned 
money,” proposal that banks of issue 
undertake price stabilization, etc. Foot- 
notes contain many bibliographical 
references for further study of various 
phases of the subject. 

The French original of this book, 
“Histoire des Doctrines relatives au 
Credit et a la Monnaie,” was published 
in Paris in 1938, and this is the first 
English publication, being translated by 
Jane Degras. 


PRINCIPLES OF INVESTMENT. By James 
C. Dolley. New York: Harper & 
Brothers Publishers. 1940. Pp. 460. 
$3.50. 


ProFEssoR DoLiey has succeeded in 
presenting, in non-technical fashion, a 
clear and understandable exposition of 
the principles and factors affecting the 
investing of funds in securities. In this 
connection, the volume is of consider- 
able value to the layman and the ele- 
mentary student of finance. 

In addition to the discussion of in- 
vestment characteristics of types of se- 
curities, the reader is familiarized with 


the general background of investment 


institutions, security 
blue sky laws. The mechanics of secu- 
rity issuance and distribution, the 
function of the stock exchange, are all 
treated in excellent fashion. A lengthy 
appendix provides numerous illustra- 
tive problems which practically apply 
the principles and situations outlined in 
the text. 

Professor Dolley’s work furnishes a 
good beginning for those interested in 
learning something about this field. 


regulation and 


Beyonp GERMAN VicTory. By Helen 
Hill and Herbert Agar. New York: 
Reynal & Hitchcock. 1940. Pp. 117. 
$1.00. 


THE authors point out America’s vital 
interest in seeing the Nazi design for 
living in advance of the fact, to com- 
pare it with the American way, to know 
what modifications in the American way 
are being forced by the successive adop- 
tions of the Nazi model in Europe, in 
the Orient, and in the Western Hemis- 


phere. One by one they examine the 
possible strategies for meeting the Nazi 
challenge, together with the domestic 
policies which such strategies require. 

“America,” conclude the authors, “is 
nothing if she is not great. And she 
cannot be great unless she is daring and 
unless she bears her responsibilities 
proudly. Our Fathers knew that Provi- 
dence had given us greater resources 
and greater opportunities than had been 
given to any other people in the records 
of time. They believed that this good 
fortune imposed an obligation upon us. 
In those days the obligation was to 
build a better home for man than the 
world had previously seen. In these 
days it is to help preserve the hope of 
such a home for all men everywhere 
who would be free.” 


Speak Up ror Democracy. By Ed- 
ward L. Bernays. New York: Viking 
Press. 1940. Pp. XIV-128. $1.00. 


AN authoritative answer to the question 
“What can I do to help in the fight to 
maintain democracy,” this book sets 
forth the methods the author has de- 
veloped in twenty-five years of success- 
ful public relations activity, and shows 
how these methods may be adapted for 


‘effective use in the present situation. 


Chapters are devoted to: Why this 
book was written; what is democracy? ; 
what demécracy means to you; accusa- 
tions and answers; saboteurs of de- 
mocracy; how to speak up for democ- 
racy; planned events—backbone of your 
campaign; holidays and other celebra- 
tions—springboards for democracy; the 
press; direct-by-mail, pamphlets and 
leaflets; the forum discussion; radio, 
motion pictures, other media; youth. In- 
cluded are a number of helpful items, 
such as the text of the Declaration of 
Independence, Jefferson’s first inaugural 
address, and Lincoln’s Gettysburg ad- 
dress; various reference bibliographies; 
data on the various channels of com- 
munication, associations and societies, 
special occasions, places and symbols; 
and a glossary of democratic terms. 


The author, ranked as “U. S. Pub- 


licist No. 1” by Time magazine, has 
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Always a sound 
investment LEARNING 
ANOTHER LANGUAGE 


The Berlitz Method, starting with con- 
versation from your first lesson, gives 
you a working knowledge of your new 
language in the shortest possible time. 
You learn to speak, read and write like 
a native. 


Commercial courses for advanced stu- 
dents. Private or class instruction. Day 
or evening. Native teachers. Send for 
catalog. 


Free Demonstration Lesson 


BERLIT SCHOOL OF 


LANGUAGES 

630 Fifth Ave. 

International Bldg., Rockefeller Center 
66 Court Street 


Baltimore Life Building 


der Building 

David Whitney Building 
226 S. 15th Street 
Grant Building 

1115 Connecticut Avenue 


PHILADELPHIA 
PittssurcH 
WASHINGTON 


served as public relations counsel for 
many of America’s outstanding organ- 
izations; worked with the U. S. Com- 
mittee on Public Information during 
World War I, and is well known for 


his other books and lecture work. 


INDUSTRIAL BANKING COMPANIES AND 
THetmR Crepit Practices. By Ray- 
mond J. Saulnier. New York: Na- 
tional Bureau of Economic Research, 
Inc. 1940. Pp. XXI-189. $2.00. 


Tuts study of Morris Plan and other 
industrial banking companies as agen- 
cies of consumer instalment credit is 
the fourth of a series dealing with the 
important institutions that participate 
in the instalment financing of consum- 
ers—the studies being undertaken by 
the National Bureau of Economic Re- 
search under grants from the Associa- 
tion of Reserve City Bankers and the 
Rockefeller Foundation. 

Information is provided on: the 
quantitative importance of industrial 
banking company credit; the organiza- 
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tion, sources and uses of funds, operat- 
ing methods and collection experience, 
income, expenses, and profits of such 
companies; their legal status—minimum 
capital requirements, lending privi- 
leges and restrictions, maximum legal 
charges, deposits, sale of investment 
certificates, reserves, dividend pay- 
ments, uniform legislation; their lend- 
ing and non-lending services and cus- 
tomer charges; borrower and loan 
characteristics as factors in credit risk; 
and a study of codperative relations 
among industrial banking companies 
and their competition with other agen- 
cies of consumer instalment credit. 

The survey gives a complete and ac- 
curate picture of this important institu- 
tion of consumer instalment financing, 
presenting facts rather than opinion. 
The author is a member of the financial 
research staff of the National Bureau of 
Economic Research, and a member of 
the faculty of Columbia University. 


AN 
THEORY. 


INTRODUCTION TO MONETARY 
By Lester V. Chandler. 


New York: Harper and Brothers. 


1940. Pp. 216. $1.50. 


WritTEN to fill a need for a brief and 
simple treatment of monetary theory for 
undergraduate courses, this book oc- 
cupies a middle ground between the in- 
adequate treatment of the general text 
and the excessive difficulty of the more 
advanced and controversial treatments. 
It provides a well-organized and lucid 
survey of modern monetary theory, de- 
signed for the student who has some 
knowledge of elementary economic 
theory and of the basic mechanics and 
functioning of monetary and banking 
systems. 


Chapters are devoted to: Money and 
the economic process; the transactions 
type of quantity theory; the cash- 
balance type of quantity theory; com- 
modity theories of money; the income 
and expenditure approach and the busi- 
ness cycle; objectives of monetary 
policy; and suggestions for supple- 
mentary reading. The author is assist- 
ant professor of economics at Amherst 
College. 
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LittLe Bits ABout Bic Men. By B. C. 
Forbes. New York: Forbes Publish- 
ing. 1940. Pp. 218. $2.50. 


Tus book features lively, intimate, 
fruitful anecdotes about hundreds of 
business leaders and men in public life 
the author knows personally or inter- 
viewed during his forty years of report- 
ing. 

The book reveals such intimate epi- 
sodes as the time the author interviewed 
a member of royalty while the latter 
was stark naked in a bathtub and the 
time a prominent banker kicked the 
writer out of his office. 

Through his years of experience in 
interviewing business leaders of yester- 
day and today, the author gives first 
hand accounts of the hobbies, the busi- 
ness philosophies, the peculiarities and 
personalities of many businessmen and 
men in public life who made headlines 
in their day—of many who are making 
front page news today. 


THE AMERICAN CHoice. By Henry A. 
Wallace. New York: Reynal & Hitch- 
cock. 1940. Pp. 143. $1.00. 


THIs exposition of Henry Wallace’s 
theories on foreign and domestic policy 
should have unusual interest at this time 
in view of the important post which he 
now occupies. 

His arguments fall into six parts: 
Peace through defense; people and re- 
sources; soil defense; farmers on guard; 
the road of our destiny; the hard 
choice. As these chapter titles indi- 
cate, they deal successively with the real 
nature of the menace from abroad, the 
proper employment of our basic re- 
sources, the machinery for building up 
our strength, and finally the balanced 
inter-relationship between domestic and 
foreign policy necessary to make the 
Western Hemisphere impregnable from 
without and capable of developing the 
Good Life within. 

The spirit of the work throughout is 
one of no appeasement of any form of 
threat from abroad, whether military, 
political or economic; of national unity; 
and of no compromise with the essen- 
tials of the American democratic faith. 
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INVESTMENT BANKING UNDER THE SE- 
CURITIES AND EXCHANGE COMMISSION. 
By T. Kenneth Haven. Ann Arbor, 
Mich.: University of Michigan, Bu- 
reau of Business Research. 1940. 
Pp. 154. $1.60. 


THIS monograph, the latest in the series 
of “Michigan Business Studies,” pre- 
sents valuable and hitherto unassembled 
information relating to investment bank- 
ing. 

Not only does the author engage in 
keen analysis of the much discussed 
competitive bidding and private place- 
ment problems, but comprehensive 
statistics are unfolded concerning under- 
writing commissions, costs and losses. 
The latter compilations are endeavors 
of unusual merit, representing consid- 
erable research; they should prove of 
incalculable aid to students of the in- 
vestment banking process. 

Mr. Haven’s work fills a long exist- 
ing gap in this field. 


THE INTERNATIONAL GoLpD STANDARD 
REINTERPRETED: 1914-34. By Wil- 
liam Adams Brown, Jr. New York: 
National Bureau of Economic Re- 
search, Inc. Pp. 1450. 82 charts. 
Two volumes. $12. 

THE international gold standard as it 

existed before 1914, when it was essen- 

tially a world-wide sterling exchange 
standard, was at no time re-established 
after the World War. The return to 
gold in the twenties created conditions 
under which it was possible to postpone 
fundamental and necessary economic 
adjustments by a misuse of methods of 
international finance developed under 
and appropriate to pre-war conditions. 

The prospects of a second restoration 

or reconstruction of the international 

gold standard in the thirties depended 
on a realistic adaptation of the eco- 
nomic policies of the major powers to 

a new economic environment, the de- 

velopment of new techniques, the co- 

ordination of the monetary and credit 
policies of Great Britain and the United 

States, and the maintenance of economic 

and political peace. The events of 

1931-34 did not give any assurance that 

these rigorous conditions for a new and 
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workable international gold standard 
would be met. Some of the techniques 
appropriate to such a standard had, 
however, been developed by the time of 
the devaluation of the American dollar. 

These are the central conclusions 
reached by Professor Brown in this de- 
tailed historical analysis of the workings 
of the gold standard since 1914. These 
volumes are the end-product of a pro- 
longed investigation which Professor 
Brown started formally in 1932 but did 
not complete until seven years later. 
His work has been done under the au- 
spices of the Rockefeller Foundation, 
Brown University, and the National 
Bureau of Economic Research. (See 
January Bankers Magazine, pages 39 


and 40.) 


Our ForeiGn COMMERCE IN PEACE AND 
War. Edited by Roland L. Kramer. 
Philadelphia: Annals of the Ameri- 
can Academy of Political and Social 
Science. September, 1940. Pp. 196. 

THE September, 1940, issue of the An- 

nals is devoted to a discussion of the 

foreign commerce of the United States 
in peace and war. Articles by twenty- 
five different authoritative writers are 
grouped under the following heads: 

Bases of United States Foreign Trade; 

Foreign Trade Under the Reciprocal 

Trade Agreements Program; Belliger- 

ancy and United States Foreign Trade; 

Our Latin American Trade. 

Bankers and students of foreign trade 
will find this volume a valuable source 
of information. 


FepERAL Tax Hannpoox. 1940-41. By 
Robert H. Montgomery. New York: 


Ronald Press. 
umes. $17.50. 


In his preface to this latest of the au- 
thor’s valuable annual text books, the 
first of which appeared in 1917, he 
says: “The present two volumes contain 
more than 2000 pages after eliminating 
much that might well be included. As 
we discuss every section of the law we 
have no room to print the law again 
in its entirety. Anyone who wants a 
copy of the law can get one readily. 
It is not held in such esteem that any- 


Two vol- 


Pp. 2331. 
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one would care to be found dead with 
a copy on his person.” 

Mr. Montgomery finds much to criti- 
cize in the new law and says “if at any 
prior time in the history of the world 
there was taxation without representa- 
tion, it was only a flea bite compared 
with the compound fractures of 1939 
and 1940.” 

These volumes, as usual, will be 
found extremely helpful to those who 
must struggle with the intricacies of the 
new law in preparing returns to be filed 


in March. 


CoRPORATE FINANCIAL STATEMENTS. 
Edited by Roy B. Kester and Howell 
A. Inghram. New York: Columbia 
University Press. 1940. Pp. 174. $2. 


THE methods and practices of corpora- 
tions are assuming an increased im- 
portance from almost any point of view, 
whether it be that of public welfare, or 
the relations of business units either 
among themselves or among the indus- 
tries of which they form operating 
parts. The purpose of this book is to 
educate the public as to the character 
of the information presented in cor- 
porate accounting statements; the pur- 
poses for which they are drafted; the 
types of information desired by manage- 
ment, creditors (both long term and 
short term), owners (both investors and 
speculators), and the public as repre- 
sented by various governmental bodies 
and bureaus; and the extent to which 
accounting statements may be relied 
upon to serve these various purposes. 

This volume is a symposium resulting 
from the meetings of the Columbia 
Accounting Institute. The authors are 
established authorities, and the book 
will fill a real need. 


THE DereaT oF Cuaos. By Sir George 
Paish. New York: D. Appleton-Cen- 
tury Co. 1941. Pp. 122. $1. 

WritTEN by one of England’s best 

known economists, this book outlines a 

plan for post-war economic readjust- 

ment. Assuming defeat of Germany, 

and a confidence-restoring peace, Sir . 

George stresses the need for friendly 

coéperation of the various countries in 
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placing their currencies on the gold 
standard, in making long-term loans for 
reconstruction and expansion of trade. 
He specifically outlines the contributions 
toward world prosperity that can be 
made by the various leading countries, 
and foresees practically limitless expan- 
sion of trade, standards of living, and 
national incomes if proper financing is 
facilitated, trade barriers removed, and 
if each country will produce what it is 
best fitted by nature and talents to 
produce. 

Sir George Paish has been governor 
of the London School of Economics, 
member of the Departmental Committee 
of the Board of Trade on Railway Ac- 
counts and Statistics, Advisor to the 
Chancellor of the Exchequer and the 
British Treasury on financial and 
economic questions, and is the author 
of numerous books. 


BOOKLETS 


MaNvracturinc Ovtput: 1929-1937. By 
Solomon Fabricant. New York: National 
Bureau of Economic Research. 1940. 
Pp. 28. 25 cents. 


First of a series of “Occasional Papers,” 
this booklet discusses a few selected findings 
of an analysis of trends in factory output 
since the opening of the century. The en- 
tire study has been published by the Na- 
tional Bureau of Economic Research in 


book form under the title “The Output of 
Manufacturing Industries, 1899-1937. 


NEGOTIABLE INSTRUMENTS: SAFEGUARDING 
Tuem Use. Rochester, New York: The 
Todd Company, Inc. 1940. Pp. 31. 


First of its kind, this study was made as 
a result of inquiries from bankers as to 
proper measures which should be adopted 
to guard against alteration, forgery and 
theft of negotiable instruments. It recom- 
mends two general rules of safety for the 
handling of any readily negotiable asset. 
First, that these instruments should be sub- 
jected to a minimum of handling and should 
be routed as rapidly as possible to a safe 
depository; second, that banks should estab- 
lish rigid control over blank negotiable in- 
strument forms. Proceeding from these gen- 
eral observations, the study considers in 
detail the strengths and weakness of: bank 
drafts and official checks, checks for de- 
positors’ use, items presented for payment, 
internal control of vouchers, release of cus- 
tomers’ vouchers, internal precautions, dor- 
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mant accounts, savings accounts, depositor 
education against fraud, etc. In each case, 
practical safeguards are recommended. 


Economic Mositization. Washington, 
D. C.: American Council on Public Af- 
fairs. 1940. Pp. 43. 75 cents. 

Wrirren by five faculty members of the 

University of Chicago, this booklet con- 

tains an introduction by Paul H. Douglas, 

professor of economics; and chapters as 
follows: Financial Aspects, by Henry 

Simon Bloch, research assistant in eco- 

nomics; Economic Aspects, by Oscar 

Lange, associate professor of economics; 

Industrial and Labor Aspects, by Fred- 

erick H. Harbison, instructor in economics ; 

The Outlook, by H. Gregg Lewis, also an 

instructor in economics. 

Among the conclusions reached are: that 
unemployment could be entirely eliminated 
and national income raised one-third within 
two years under an adequately planned 
and financed defense program; that to 
prevent the development of totalitarian 
methods, the Federal Government should 
mobilize defense resources and materials 
through “self-government-in-industry coun- 
cils,’ a proposal calling for the organiza- 
tion of defense cartel or trade associa- 
tions somewhat comparable to the NRA 
code authorities; that progressive taxation, 
steepening of surtax rates, and maximum 
limits on annual individual incomes are 
mandatory; that it is necessary to include 
all trust gifts, inheritances, and bequests 
as part of the annual taxable income; etc. 


Reap Your Lazers. By Helen Dallas and 
Maxine Enlow. New York: Public Af- 
fairs Committee, Inc. 1941. Pp. 31. 10 
cents. 


Prepared by the Institute for Consumer 
Education, Stevens College, Columbia, 
Mo., on the basis of studies by the U. S. 
Department of Agriculture, findings of the 
Federal Trade Commission, and other ma- 
terials, this booklet discusses the problem 
of consumer protection against impure 
foods, drugs and cosmetics. Subjects in- 
cluded in the discussion are: Regulation of 
advertising; the Food, Drug and Cosmetic 
Act; misbranding; adulteration; consumer 
organization; etc. 


AnnvuaL Report To StTockHoLperRs. New 
York: Policyholders Service Bureau, Met- 
ropolitan Life Insurance Company. 1940. 
Pp. 95. 

Tus survey of annual reports stresses the 

need for making completely clear to stock- 

holders the condition and progress of the 
business, and brings to the reader in sum- 
marized form the methods being utilized by 
many of our larger companies to achieve 
this objective. Chapters are devoted to: 
Scope of the report; appearance of annual 
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reports; financial statements; statistical re- 
view of year; discussion in annual reports; 
and reports by radio. Examples and illus- 
trations of various types of presentations 
are given. 


Consumer Loans sy CommerciAL Banks. 
By William Trufant Foster. Newton, 
Mass.: Pollak Foundation for Economic 
Research. 1940. Pp. 43. 10 cents. 


Tus booklet is adapted from an address 
made by Dr. Foster at the second annual 
convention of the Bankers Association for 
Consumer Credit, and includes discussion 
on the legal status of personal loan depart- 
ments, their expansion, how to gain cus- 
tomer goodwill, causes which all legal lend- 
ers have in common, etc. 


FryanciAL AND Property Ricuts oF For- 
EIGN NATIONALS IN THE U. S. New York: 
Reoco, Inc., 39 Broadway. 1941. Pp. 14. 


PreparED as a matter of general informa- 
tion, this booklet points out some of the 
more important features of the Federal 
Regulations and of the Dutch Decrees con- 
cerning transactions in foreign exchange, 
transfers of credit, payments and dealings 
in evidences of indebtedness or ownership. 
Particular attention is. given to the various 
interests of Dutch nationals, although the 
major part of this discussion applies equally 
to transactions involving nationals of Nor- 
way, Denmark, Belgium, Luxembourg, 
France, Latvia, Estonia, Lithuania and 
Rumania. 


Improvinc SrockHoLpER ReEtatTions. New 
York: Policyholders Service Bureau, Met- 
ropolitan Life Insurance Company. 1940. 
Pp. 66. 

Tue whole general subject of keeping 
stockholders informed is discussed in this 
report. Seventy-six companies, mostly large 
and with stock widely held, were consulted, 
and in addition, opinions of 71 stockholders 
were obtained to discover stockholder reac- 
tions. Chapters are devoted to: The prob- 
lem; scope of the report; what the com- 
panies are doing; what the stockholders are 
thinking. Numerous illustrations of effec- 
tive stockholder booklets, reports, mailings, 
etc., are included. 


CoMPETITION IN THE Mortcace LenpING 
Business. By J. B. Chaffey. Los An- 
geles: California’ Bank. 1940. Pp. 56. 


Tus study, compiled by the late Col. J. B. 
Chaffey, summarizes the results of a ques- 
tionnaire sent to experienced real estate 
lenders in various parts of the nation in an 
effort to determine whether or not undesir- 
able or pressure types of competition have 
a tendency to create undesirable loans and 
to weaken the entire loan structure. Opin- 
ions are expressed by those queried on the 
prospect for mortgage interest rates. FHA 


Title II loans, state moratoria laws, ccm- 
petitive lowering of interest rates, etc. 


Non-Disciosure as AN Unrair Pracrice 1x 
ADVERTISING AND Setiinc. New York: 
Division of Research, National Better 
Business Bureau, Inc. 1941. Pp. 8. 


Tuis bulletin discusses the basis in law for 
Federal Trade Commission action in cases 
involving non-disclosure. Disclosure of ma- 
terial facts has been required by the courts, 
according to this bulletin, in numerous cases 
where failure to disclose such material facts 
pertaining to merchandise was found to 
have the tendency, capacity or effect of 
misleading the consumer. 


Lecat Errects or Miritary Service. By 
Ganson J. Baldwin and John Kirkland 
Clark, Jr. New York: S. Ward, 72 Wall 
St. 1940. Pp. 44. $1. 


Tus is a concise book on a subject of. im- 
portance not only to draftees and their 
families, but also to their creditors, trades- 
men, bankers, insurance men, employers, 
etc. It contains data on the legal effects 
of military service under the Soldiers’ and 
Sailors’ Civil Rélief Act of 1940, etc., upon 
postponement of suits, judgments, attach- 
ments, garnishments, evictions, mortgages, 
foreclosures, repossessions, payments under 
instalment purchases and conditional sales, 
income taxes, real estate taxes, all statutes 
of limitation; and upon protection of for- 
mer employment, life insurance, indorsers, 
sureties, guarantors, property rights, home- 
steads, mining claims, mineral leases, vot- 
ing rights, counsel, procedure in all state 
and Federal courts, etc. An appendix con- 
tains text of the Relief Act and text of 
the Re-employment Provisions of the Draft 
Law, etc. 
© 


STOCKHOLDERS MUST BE TOLD 


I am convinced that American business 
has reached a point where its stockhold- 
ers must learn more about the com- 
panies in which they invest their money. 
They must realize the importance of 
those disruptive and demoralizing in- 
fluences which today are threatening 
their own businesses and the rest of the 
free enterprise system. By assuming 
these vital responsibilities, stockholders 
will not only be protecting their inter- 
ests and our basic American business 
structure, but they will also be helping 
to assure that business is being run for 
the greatest good of all the people.— 
Lewis H. Brown, president, Johns-Man- 
ville Corporation. 
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Encourage Staff to Develop 
New Business 


By Witt1am Powers 
Director of Customer Relations, American Bankers Association, New York City 


ANKS should actively encourage 
and train their tellers, bookkeepers, 
and other staff members to assist 

in developing new business through 
their daily contacts with customers and 
customer records. 

In the banks where the management 
has conscientiously tried to keep the 
staff informed on the details of its busi- 
ness, it has been possible to create a 
high degree of codperation among the 
staff members and to bring into exist- 
ence a form of teamwork that has at- 
tained accomplishments reflecting mu- 
tual benefit to the bank, the customers, 
and the community. 

This teamwork has been particularly 
efficient in gathering facts, about cus- 
tomers and non-customers, which pro- 
vide a solid foundation for business 
retention and business development ef- 
forts. The staff members in these pro- 
gressive banks codperate closely in 
discovering sources of valuable business- 
building information. 

One of the most important sources of 
information on customers is the central 
file. If the bank does not maintain a 
central file, then information must be 
drawn directly from the primary rec- 
ords. In every service department of a 
bank, there is a possibility of obtaining 
‘information concerning a customer. 
The mortgage department has knowl- 
edge of his real estate holding. The 
foreign department has information on 
his contacts outside the state or outside 
the country, The trust department has 
a line on the personal details of his 
life. The domestic collection depart- 
ment has some idea of his operations in 
the investment field. The safekeeping 
and safe deposit departments have some 
knowledge of his holdings of personal 
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property. The credit department, if the 
customer is a borrower, has a moving 
picture of his business life. The com- 
mercial and savings departments keep 
in touch with his daily operations. 

Whether or not there is a central file 
in a bank, a teller or officer should 
check all the internal sources of in- 
formation before he makes any effort to 
obtain additional facts from the cus- 
tomer or before he goes to outside 
sources. In fact, whenever a customer 
is approached with a service or business 
development suggestion, it is imperative 
that the “approacher” be thoroughly 
acquainted with the customer’s bank 
history. 

The most productive source of out- 
side information is conversation with a 
customer at the window, in the lobby, 
on the street, or elsewhere. While it is 
true that a customer usually wants to 
transact his business in the shortest 
time possible, it is also true that except 
on extremely busy days tellers and cus- 
tomers usually.exchange a few remarks 
if for no other reason than to be polite. 

Staff discussion meetings also help ta 
bring out information about customers. 
Certain members of the staff, who are 
particularly adept at gathering and 
weighing the importance of information, 
help others by reciting their experiences 
and explaining their technique. The 
supervisor or manager who conducts the 
staff conference should allot a definite 
portion of his conference time in each 
meeting to bringing out details of worth- 
while cases where staff members have 
done fine business-development work 
and to pointing out how others might 
benefit by using the same system.— 
From an address at a recent ABA Re 
gional Conference. 
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Financing Defense Expenditures 


By Wa ter S. McLucas 


HERE is an important difference in 
the effect of financing defense ex- 
penditures by the sale of Govern- 
ment securities to commercial banks as 
contrasted with their sale to other in- 
stitutions and individuals. In the first 
instance, the purchase of Government 
securities by commercial banks ulti- 
mately results in an increase in the total 
deposits of the banking system by an 
amount equal to the securities so pur- 
chased. The subsequent spending by 
the public of these new deposits at a 
time when there has not been a cor- 
responding increase in the goods avail- 
able for consumption has inflationary 
implications. 


Individual Purchase Preferable 


On the other hand, the purchase of 
new Government securities by individ- 
uals, out of their expanded incomes, has 
the effect of reducing the current de- 
mand for consumer goods. The pur- 
chase of Government securities by sav- 
ings banks, insurance companies and 
by non-banking institutions has a like 
effect. In this way the inflationary pos- 
sibilities arising from the growth of in- 
comes out of proportion to additions to 
the supply of consumable goods are 
offset by reducing the amounts available 
for the current purchase of such goods. 
Thus, to the extent that the program is 
financed through the sale of Federal 
securities to commercial banks, we in- 
tensify the dangers of inflation; to the 
extent that defense expenditures are 
financed out of current taxes, or by the 
purchase of Federal securities out of 
current savings, we tend to reduce the 
inflationary dangers. 

As the Government’s financial require- 
ments increase, the inclination to use 
the commercial banks as a major financ- 


Chairman of the Board, National Bank of Detroit, Michigan 
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ing vehicle may tend to become 
stronger, because, as among the various 
sources, banks offer the lowest interest 
cost for Federal funds. This means of 
financing is particularly easy of ap- 
proach on account of the fact that the 
banks are in possession of idle funds on 
a scale never before known. The level 
of excess reserves, presently in the 
neighborhood of $6.5 billion, has arisen 
mainly from the importation in recent 
years of large amounts of monetary 
gold which have sought refuge in the 
United States. The great volume of 
these excess reserves represents a vast 
reservoir of idle money in the banks for 
which there has been but little demand 
on the part of private borrowers. As 
a result of this condition, interest rates 
have been driven down to the lowest 
levels on record and it has been pos- 
sible to finance the huge Federal deficits 





WALTER S. McLUCAS 








of the past decade at progressively lower 
rates of interest. 

Our banking system, which repre- 
sents commercial banks for the most 
part, now holds almost one half of the 
total Federal debt. Although the banks 
offer the cheapest market for the funds 
which the Government must borrow, it 
is generally believed that it would be 
unsound for the banking system to in- 
crease substantially its holdings of Gov- 
ernment securities. As an alternative 
measure, attention is being given to 
methods of attracting private individual 
savings to the financing of the Defense 
Program. Along with present consid- 
erations of special forms of Government 
obligations designed for the public, 
consideration might also well be given 
to increasing the inducement to save by 
offering the public higher interest re- 
turns than are now available. 


Saving Essential 


The adoption of such measures would 
undoubtedly prove helpful. It is our 
conviction, however, that a realization 
on the part of each one of us of the 
need for saving is equally essential. In 


‘*We must avoid the creation 
of large private debts incurred 
to finance the purchase of con- 
sumers’ goods. A heavy struc- 
ture of private debt super- 
imposed on a greatly expanded 
Federal debt would prove es- 
pecially burdensome in the re- 
adjustment period. Individuals 
and corporations alike should 
be alert to the dangers of such 
a situation and should practice 
careful restraint in this regard. 
A tightening of credit terms on 
installment sales during this 
period would be especially bene- 
ficial to our whole economy,’’ 
suggests Mr. McLucas in the ac- 
companying portion of his re- 
cent report to his bank’s stock- 
holders. 


carrying out the obligation which the 
Defense Program places on all indi- 
viduals, each one of us should plan to 
save a larger portion of current income 
in order to facilitate the financing of 
the program. This will relieve the na- 
tion’s manufacturing facilities from the 
added burden which would otherwise 
develop, and thus make available much. 
needed manufacturing capacity for use 
in the Defense Program. Not only 
would increased private savings be of 
material assistance to the nation, but in 
the personal interest of the individual 
as well. Saving represents the storing — 
up of purchasing power in the form of 
reserves, which will prove particularly 
useful when pay rolls decline due to 
reduced defense outlays. 

Of equal importance and for similar 
reasons we must avoid the creation of 
large private debts incurred to finance 
the purchase of consumers’ goods. A 
heavy structure of private debt super- 
imposed on a greatly expanded Federal 
debt would prove especially burdensome 
in the readjustment period. Individuals 
and corporations alike should be alert 
to the dangers of such a situation and 
should practice careful restraint in this 
regard. A tightening of credit terms on 
installment sales during this period 
would be especially beneficial to our 
whole economy. 


Artificial Prosperity 


It is of the utmost importance that 
we do not lose sight of the fact that 
the period of prosperity immediately 
ahead is largely artificial; that the 
forces stimulating business are tem- 
porary; that the longer the present 
emergency lasts, the more difficult will 
be the subsequent period of readjust- 
ment. Both the national and our in- 
dividual interests will be served if we 
practice greater thrift; if we save pru- 
dently; and if we avoid those policies 
and practices ordinarily associated with 
boom conditions. It has been a decade 
since we have approached anything like 
full employment and the lessons of the 
last depression are easily forgotten. 
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Make Your Letters Live 


By Harotp P. McQueen 
Public Relations Department, Central National Bank, Chicago, Illinois 


ET’S suppose you have written a 
letter to someone and asked him to 
drop in when he is in the neigh- 

borhood. Because he has something to 
sell which you believe you could use to 
advantage, you look forward to his call. 
Within reason, you feel kindly disposed 
towards this man because he has some- 
thing which interests you. He comes. 
He’s a pleasant looking fellow, clean 
cut and cultured. He looks to be effi- 
cient and as you catch sight of him you 
say to yourself “I’ll bet that fellow 
knows his business.” He steps into your 
private office, opens his mouth, and out 
comes this astounding sentence: “We 
are in receipt of your favor of the 15th 
inst., and wish to thank you for your 
esteemed inquiry.” 

Now you will tell me that any man 
who would introduce himself with those 
words would be crazy. You are right. 
But the point is that introductions like 
that are indulged in thousands of times 
every day. If you don’t believe it, read 
some of the letters you receive. Figure 
it this way: if it is O.K. for me to talk 
like that in a letter, why can’t I talk 
like that with you face to face? 

Remember this when you write a let- 
ter—it is simply a case of your talking 
to someone who is some distance from 
you. He may be in the next block or 
he may be thousands of miles away, it 
makes no difference. So just put your 
conversation down on paper and let 
Uncle Sam do the rest. If you do this, 
the person who gets your letter will 
seem to hear you talking to him as he 
reads. If he has this experience, you 
have written a good letter. 

If we would write good letters, we 
need a good vocabulary. This is not 
hard to acquire. One way is to read 
through a good dictionary. I don’t 
mean that we should read the meaning 


of every word, but if we will glance 
down each column of words, we will 
see many that we seldom use. Perfectly 
good words, the meaning of which 
everyone knows, but words which we 
have not been in the habit of using 
mostly because we don’t think of them. 
Make a list of these words and keep 
them in front of you when dictating. 
You'll find them mighty useful. 


Avoid Long Words 


Let’s stay away from long words as 
much as possible. A letter of short 
words is more easily read and more 
readily understood. Here is what one 
man wrote: “From conversations with 
our clients in diversified lines of busi- 
ness, we have assimilated the impression 
that buying has reduced inventories to 
the point that their replacement cannot 
long be deferred.” He might better have 
said: “Our customers in various lines 
of business are telling us that reduced 
inventories are going to necessitate buy- 
ing in the near future.” 

Try to get out of the habit of using 
unnecessary words. Suppose you write 
me to cancel an order. If I reply “your 
order has been cancelled on our books,” 
I’ve used three words more than neces- 
sary. All I need have said was this: 
“your order has been cancelled.” Here 


Mr. McQueen is well known 
as an expert letter writer and 
speaker on the subject. He has 
won a number of awards in this 
field, among them being the 
Dartnell Gold Medal for Letter 
Craftsmanship, as well as the 
Blue Ribbon and other awards 
from the same organization. 
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BANK 
ACCOUNTING 


AND 
AUDIT CONTROL 


By 
JAMES E. POTTS 


Auditor 
Tue First Natrona, Banx or Boston 
Boston, Mass. 


cd 


be BOOK is a study of account- 
ing and audit control as applied 
to banking. It starts with a typical 
statement of a large bank. This is 
broken down into a more detailed 
list of accounts and each account 
is then traced back to the trans- 
actions which gave rise to it. In 
so doing the accounting procedure 
involved is studied and also the 
audit control factors which may 
be applicable in each case. 

The book is profusely illustrated 
with various forms used for audit 
control. It should be of value 
not only to the student of bank 
accounting but to comptrollers, 
auditors and bank executives in 
general as well as to public account- 
ants and bank examiners. 


Price $4 delivered 


BANKERS PUBLISHING CO. 
465 Main Street, Cambridge, Mass. 


Please send me on approval a copy of 
“Bank Accounting and Audit Control’’ by 
James E. Potts. At the end of 5 days I 
will either remit $4 or return the book. 


are two more examples: “I will do it 
at a later date”—-why not “I will do it 
later.” “What do you think, in your 
estimation, is needed?”—-why not 
“What do you think is needed?” 

A friend wrote me this—perhaps it 
will help you too: “I think to chart the 
course of the good letter you are going 
to write, you must do five things: de- 
termine the purpose, get the facts, 
visualize the reader, select the best ap- 
peal, profit by experience.” And here 
is another piece of advice: “The only 
way to write a good business letter is 
to know what you want to say, say it, 
and stop.” 


Be Natural 


The first paragraph of your letter 
must gain favorable attention. If it 
does not, your letter will probably not 
be read, or at best it will be skimmed 
through because you have failed to gain 
the interest of your reader. Without 
being abrupt, get going with your mes- 
sage. The late Dr. Dignan, one of the 
country’s best letter writers, suggested 
this: Every letter should consist of a 
star, a chain, and a hook. The star gets 
attention, the chain explains the propo- 
sition, and the hook compels action. We 
will be successful if we follow this ad- 
vice—it is common sense. 


Be Sincere 


Make your letters live. Make them 
talk, Let your living personality shine 
through. Be natural. Make your let- 
ters sincere, simple, friendly and inter- 
esting. Don’t tell people how good you 
make goods, tell them how good your 
goods make them. If you make your 
letters simple, they will be understood 
easily. Cultivate simple thinking, simple 
appeal, simple reasoning and simple 
language. There’s nothing mysterious 
about the writing of a good letter. We 
all like the fellow who acts naturally, 
who doesn’t put on airs, who doesn’t 
try to make us feel that he is better than - 
we. It’s the same in writing letters. If 
we write naturally, our letters will be 
read. And if they are sincere, they will 
bring us business. 
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Active Bank Merchandising 
| Needed 


By Ropert M. Hanes 
President, Wachovia Bank and Trust Company, Winston-Salem, North Carolina 


N these days when every loyal citizen 
is asking what part he can play in 
the defense program, which we 

recognize as so vital to the life of our 
nation, we know that the bankers of 
America stand ready and anxious to do 
our part. We must actively offer our 
services to all producers and processors 
who are directly providing the sinews 
of defense. We must also encourage all 
types of businesses and individuals to 
use the full facilities of our banks if the 
nation as a whole is to earn and save 
and spend in the volume necessary to 
sustain our national economy. Willing- 
ness itself is not enough; through good 
merchandising we must prove our inten- 
tions, sell our services, and make our 
banks a vital and helpful force in this 
emergency that confronts our nation. 

If our defense program is to succeed, 
and succeed it must, enormous revenues 
must be raised and these revenues are 
possible only when our national econ- 
omy is strong, virile and healthy. A 
sound, active, aggressive banking system 
is absolutely essential to the main- 
tenance of such an economy. 

We face increasing competition at 
every turn in banking today. The 
steady decrease in the outstanding vol- 
ume of credit of all kinds has served to 
intensify the competition for the remain- 
ing volume. Thus we find other credit 
agencies steadily encroaching upon the 
banker’s field of operation. 


Merchandising Essential 


The most effective answer to competi- 
tion is good merchandising. We believe 
that our services, our rates and our 
terms are better than, or at least com- 
parable to, those offered by others. But 


other lending institutions do not sit 
back and wait for the borrowers to come 
in; they go out seeking customers; they 
are merchandising, and doing a success- 
ful job of it. If we expect to get and 
hold our share of the business. we must 
adopt some of their methods. 

We need not review here the trend 
toward socialized banking nor empha- 
size the sinister implications of the 
whole movement. It does exist and it 
is a matter of deep concern to those 
who have seen it at close range. The 
chief argument advanced by the pro- 
ponents of socialized banking is that 
chartered banking has failed to meet 
the needs of the country, that bankers 
are not performing the services for 
which their institutions were established. 

You and I know. that this charge is 


ROBERT M. HANES 
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‘We face increasing competi- 
tion at every turn in banking 
today. The steady decrease in 
the outstanding volume of credit 
of all kinds has served to in- 
tensify the competition for the 
remaining volume. Thus we find 
other credit agencies steadily 
encroaching upon the banker’s 
field of operation. 

*‘The most effective answer to 
competition is good merchandis- 
ing. We believe that our serv- 
ices, our rates and our terms are 
better than, or at least compar- 
able to, those offered by others. 
But other lending institutions 
do not sit back and wait for the 
borrowers to come in; they go 
out seeking customers; they are 
merchandising, and doing a suc- 
cessful job of it. If we expect 
to get and hold our share of the 
business we must adopt some of 
their methods,’’ points out Mr. 
Hanes in the accompanying por- 
tion of his address at the Finan- 
cial Advertisers Association con- 


vention. 


not true. But what we think is prob- 
ably of little effect; the important thing 
is, what does the public know and think 
with regard to the way in which bankers 
are discharging their responsibilities? 

Again, we must prove our case, not 
by: passive willingness to perform, but 
by aggressive action. Calling on cus- 
tomers in our communities, explaining 
the services that are available, selling 
credit, keeping a stream of enlightening 
information flowing to the public 
through advertising and publicity—this 
is my conception of sound merchandis- 
ing, and I believe it is the most effec- 
tive answer to this problem. 

There is one essential factor in suc- 
cessful merchandising which we must 
not overlook. It is adaptation of the 
product to meet changing needs. We 
recognize that we are passing through 
a social and economic revolution here 
in America. Economic habits and finan- 


cial needs are changing. Banking serv- 
ices must therefore be adapted to meet 
these changes and we must be willing 
to offer new and different services when 
there is need for them, provided in do- 
ing so we maintain proper protection 
for depositors’ funds. 

I know that bankers are adapting 
their services. Personal loans, consumer 
credits, field warehousing loans, term 
loans to industry, and FHA financing 
are illustrations of new services being 
offered. Throughout the country bankers 
are alert to the new credit needs that 
may develop from the defense program, 
and they will, I am sure, meet those 
needs whenever they can do so in con- 
formity with sound principles. 

In order to conduct the kind of mer- 
chandising activity I am suggesting, I 
believe that every bank, irrespective of 
size, must have a program, a plan, a 
well-organized procedure, supervised by 
executives and carried out by respon- 
sible management. This is not a fune- 
tion to be delegated to some clerk or 
person of limited authority in the bank. 
Its importance demands executive re- 
sponsibility. 

Call this program what you will; I 
prefer to think of it as a public relations 
program. I do not agree with the com- 
plaints of some, that public relations is 
an overworked term. I believe it be- 
longs permanently in banking just as 
much as such terms as auditing, cost 
accounting, credit management or in- 
vestment procedure. Unless our concept 
of the public relations function is based 
on continuity and permanency, then our 
efforts will be futile. 

We assume, of course, that a bank 
which develops such a program has 
carefully’ surveyed its policies, has 
analyzed its services and has checked 


-its management at every point to be 


sure that itis worthy of public patron- 
age and public favor. It is useless to 
seek something unless it is merited. But, 
as I have observed the temper and .mo- 
tives of bankers today, I am convinced 
that théy are determined, through im- 
proved standards and broader knowl 
edge, to merit the public confidence 
which they seek. I think the most sig- 
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nificant thing in banking today is the 
nation-wide movement in banking edu- 
cation. We have only to look at the 
American Institute of Banking, the 
Graduate School of Banking, the Re- 
gional ABA conferences, the various 
state educational conferences and other 
similar undertakings, observe the wide- 
spread interest and participation, to 
realize that the banking business is ac- 
quiring more and more the character- 
istics of a profession. 

And this is nothing but right. There 
are so many old principles that must 
be learned again with renewed em- 
phasis, there are so many improvements 
in methods and systems, there are so 
many new laws and regulations to be 
digested, that the learning and knowing 
process becomes a continuing necessity. 
The banker who is not constantly grow- 
ing in knowledge of his bank, who is 
not keeping pace with progress, who is 
not preparing to meet ever increasing 
standards of professional requirement 
in this specialized business, will not 
meet today’s challenge in banking. 

But, virtue and merit in banking are 
not sufficient in themselves. The posi- 
tion in which we find ourselves today 
makes it necessary that we prove these 
qualities. To good management must 
be added the function of active inter- 
pretation. 

The most effective interpreters of 
banking are the members of banks’ 
staffs—the officers and employes who 
operate the banks and serve the public. 
They can also be the best merchandisers 
of bank services, if properly trained. 
The American Institute of Banking has 
just completed a survey of the banks 
of the nation which shows that we have 
285,000 staff members in this country. 
It is estimated that there are 70 million 
bank customers. What a tremendous 
force these staff members can exert in 
building public good-will and in broad- 
ening the public use of bank facilities 
in their daily contacts with these mil- 
lions of customers if they are sales- 
minded and properly informed. 

I commend for your use the course 
of study for staff members prepared 
and recently published by the Public 












‘‘What we think is probably 
of little effect; the important 
thing is, what does the public 
know and think with regard to 
the way in which bankers are 
discharging their responsibil- 
ities? 

‘“We must prove our case, not 
by passive willingness to per- 
form, but by aggressive action. 
Calling on customers in our com- 
munities, explaining the services 
that are available, selling credit, 
keeping a stream of enlightening 
information flowing to the pub- 
lic through advertising and pub- 
licity—this is my conception of 
sound merchandising, and I be- 
lieve it is the most effective an- 
swer to this problem.’’ 


Relations Council of the ABA under the 
title “Building Business for Your 
Bank.” 

Good advertising and constructive 
publicity must be a definite part of this 
program. I think there exists today 
among the bankers of the nation a 
greater appreciation of the necessity for 
constructive public relations than we 
have ever found to exist before. There 
is also a growing appreciation of the 
fact that this job cannot be done by the 
Financial Advertisers Association, the 
American Bankers Association, or any 
other group or association working 
alone. Organization is effective and 
necessary, but beyond a certain point 
the job must be done by the individual 
banks of the country. As Dr. Harold 
Stonier, executive manager of the Ameri- 
can Bankers Association, has so force- 
fully said, “What we need is not one 
public relations program but rather six- 
teen thousand programs all working 
toward the same end and motivated by 
the same purposes.” It is the job of 
the associations to provide plans, ma- 
terials, ideas and suggestions. But the 
real job must be performed in your own 
home town and mine, for it is there 
that public opinion is formed; it is 
there the program must be carried out. 
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Understanding Public Opinion 
Trends 


By J. Leweit LAFFERTY 
Vice-President, Fort Worth National Bank, Fort Worth, Texas 


HEN we as public relations men 
consider people in relation to a 
bank, we must think of them as 
dynamic material, whose attitudes and 
needs are presented through mass pub- 
lic opinion—a picture that is vitally im- 
portant to us all, since we know that 
our bank is primarily a service institu- 
tion designed to meet such needs when 
presented. It is a picture that should 
be under constant observation so that 
these needs may be anticipated and in- 
terpreted by adapting our services un- 
der sound banking principles. 
Furthermore, we know that the at- 
titude evidenced in our local commun- 
ities, as a general rule, reflects the cur- 
rent trend of public opinion. It is to 
the advaritage of the public relations 


J. LEWELL LAFFERTY 


man, therefore, to understand these 
trends in order to anticipate the needs 
of the local community. He then has 
the further obligation to take the neces- 
sary steps to present the services of the 
bank in a way that will promote favor- 
able acceptance, and by so doing 
counteract any possible unfavorable at- 
titude that. might develop. Through 
such intelligent effort, he can go far to- 
ward shaping local attitude and thereby 
assist in moulding public opinion, 
which we recognize as so essential to 
the well being of the banking business 
in general and to our individual banks 


in particular. 


Sources of Misunderstanding 


Since the individual represents an in- 
tegral part of mass public opinion, and 
since it is the individual with whom we 
deal rather than a collective group, it 
is our job as public relations men to 
point our actions in a manner that will 
appeal to the individual. To do this, 
it is necessary that “we put ourselves 
in the other fellow’s shoes.” Certainly, 
we pride ourselves on being human be- 
ings, and as such it is only natural that 
we should consider those actions which 
influence us as having much the same 
effect on the other fellow. To illustrate, 
suppose we discuss briefly some of the 
practices more common to most of us: 


1. Service charges: We know the rea- 
sons which led to the inauguration of 
service charges (a name that I despise— 
would prefer using “cost of handling”). 
But how have these been construed by 
the public? Our failure to intelligently 
explain such charges so that they would 
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be favorably accepted has resulted in 
development of public . opinion that 
banks make a charge for not having 
money in the bank. This, in turn, has 
led to the belief that banks have too 
much money and do not care to bother 
with the “little fellow.” We know that 
the average person is willing to pay for 
service, particularly when he feels he is 
being treated the same as others. This 
is evidenced every day in many lines 
of business, including banks, for ex- 
ample by the favorable acceptance of 
“no-minimum checking accounts” and 
metered charges based on the activity 
of accounts. 


2. Savings Deposits: The action of 
banks in refusing “savings money,” 
without intelligently explaining the rea- 
son therefor, is likely to be misunder- 
stood by the average person, who, for so 
long, has been encouraged to save by 
the banks themselves. It may even go 
far toward undermining the sound eco- 
nomic situation which we all recognize 
in savings. 


Personal Loans 


3. Personal Loans: Within recent 
years, we have noticed a great influx of 
banks into the consumer loan field. Can 
this be attributed to a desire to serve 
the individual, or has this service been 
inaugurated primarily as a method to 
promote earnings lost through former 
credit channels? Certainly, we know 
the widespread good will that has re- 
sulted from our willingness to serve the 
small borrower, as well as the large, 
under a plan that is suitable to our 
needs, and our experience has proven 
that such business, where properly 
handled, is capable of producing excel- 
lent results from an operating stand- 
point. Is it not possible, therefore, for 
us to combine the objectives of sound 
banking in this field; to serve our com- 
munities, to safeguard deposits, and to 
produce profits to both the bank and 
the individual? However, there has oc- 
curred only recently a new development 
in this field—the manner in which loans 
to men subject to the draft are handled 
—which will require intelligent han- 


dling to eliminate possible adverse 
public opinion. 

Isn’t our job, therefore much the 
same as that of an architect employed 
by an individual to design a home? He 
would follow a plan similar to this: 
(1) Learn the living accommodations 
needed and desired by those who are 
to live in the house. (2) Determine 
the materials needed and available. (3) 
Determine the manner in which the ma- 
terials can be used most effectively in 
meeting the needs and desires of the 
individual, in which the matter of costs, 
location, and other houses in the neigh- 
borhood should be carefully considered. 
(4) Prepare plans and specifications 
and supervise the actual ‘construction. 


The Banker’s Job 


In parallel, our job, dealing with 
dynamic material, might be summarized 
as follows: 

1. Learn the needs for banking serv- 
ices by making a study of our respec- 


‘*It is to the advantage of the 
public relations man to under- 
stand the current trend of pub- 
lic opinion in order to anticipate 
the needs of the local commun- 
ity. He then has the further 
obligation to take the necessary 
steps to present the services of 
the bank in a way that will pro- 
mote favorable acceptance, and 
by so doing counteract any pos- 
sible unfavorable attitude that 
might develop. Through such 
intelligent effort, he can go far 
toward shaping local attitude 
and thereby assist in moulding 
public opinion, which we recog- 
nize as so essential to the well 
being of the banking business in 
general and to our individual 
banks in particular,’’ states Mr. 
Lafferty in the accompanying 
portion of his address at the 
Financial Advertisers Associa- 
tion convention. 
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The 
Federal Reserve Bank 
of Boston 


By 
JosePH H. TAGGART 


ERE for the first time in book 
form is a complete treatise on 
the history, economic background, 
organization and operation of the 
Federal Reserve Bank of Boston. 
It is one of a series of investiga- 
tions into various phases of bank- 
ing history undertaken by the 
faculty and graduates of Columbia 
University. 


The author, who is on the fac- 
ulty of the University of Kansas, 
is a native of Massachusetts. Be- 
sides a careful study of all of the 
available data, he has supplemented 
his research with personal inter- 
views with officials of the Federal 
Reserve Bank and Boston bankers. 


The book contains 75 tables and 
15 charts. The price is $5 deliv- 
ered. Examine a copy on 5 days’ 
approval. 


Price $5 delivered. 


BANKERS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass. 
Please send me on approval a copy of 
“The Federal Reserve Bank of Boston’”’ 
by Joseph H. Taggart. At the end of 
5 days I will either remit $5 or return 
the book. 


‘Our job might be summar- 
ized as follows: 

1. Learn the needs for bank- 
ing services by making a study 
of our respective communities, 
weighing carefully such factors 
as the social, political, and eco- 
nomic background of the people 
and the community. 

2. Know the services pro- 
vided by the bank and how such 
facilities may be adapted to cur- 
rent and developing needs, in 
which the personnel of the bank 
should be carefully considered. 

3. Determine the manner in 
which these facilities can be used 
most effectively in keeping with 
sound banking. 

4. Prepare a continuous pro- 
gram with each step designed 
for merchandising the bank and 
its services in a manner that will 
enable individuals to become 
more favorably bank-minded.’’ 


tive communities, weighing carefully 
such factors as the social, political, and 
economic background of the people and 
the community. 


2. Know the services provided by the 
bank and how such facilities may be 
adapted to current and developing 
needs, in which the personnel of the 


bank should be carefully considered. 


3. Determine the manner in which 
these facilities can be used most effec- 
tively in keeping with sound banking. 


Continuous Program 


4. Prepare a continuous program, 
with each step designed for merchandis- 
ing the bank and its services in a man- 
ner that will enable individuals to be 
come more favorably bank-minded. 

A careful study of the many factors 
involved in such an analysis cannot help 
but provide sufficient material for a 
well-rounded program (participation of 
all banks essential), in which all me- 
diums at our disposal should be used. 
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Publicizing the 


TRUST DEPARTMENT 


By J. E. Drew 






Director of Public Relations, California Bankers Association, San Francisco 


are guilty of missing many 
\\ marvelous opportunities to tell the 
public interesting, exciting and 
newsworthy facts about trust depart- 
ment operations. How many good 
stories, where your trust company has 
been named as executor, were missed 
completely by your local paper, or the 
story simply said that the will of Mr. 
Prominent was filed today by Attorney 
Jenks. Do you know your financial 
editors? They are fine men to know 
and your office should become a part 
of their regular beat, If your adver- 
tising manager handles your publicity, 
make sure that the facts concerning 
tiust stories reach him in plenty of 
time so that he can prepare an adequate 
release for your local papers. He can- 
not do much about changing a story 
that is already in type. 

The trust department can go just so 
far in the development of business. It 
needs the wholehearted, enthusiastic 
support of the entire bank. I wonder 
how many banks know why they are 
in the trust business. Is it just because 
the bank across the street has a trust 
department and we have to have one in 
order to be able to advertise the same 
services, or is it just a service depart- 
ment for the rest of the bank, or is it 
maintained to fulfill its real purpose, 
do a comprehensive trust business and 
return a dividend on its investment? 


Public Relations Duties 


It is a duty bank officers owe to their 
stockholders and directors to see that 
the trust department is given the op- 
portunity to perform the service, build 
the good-will and earn the profits that 
must inevitably follow persistent, intel- 
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ligent and comprehensive development. 
Furthermore, they must not only supply 
the funds but they must give fully of 
their codperation. This means introduc- 
ing prospective customers to the trust 
officer, arranging interviews and in- 
fluencing people to do business with 
your division. This is particularly true 
in those states where active outside work 
on the part of the trust department is 
inadvisable. And, looking at it from 
another point of view, there is a tre- 
mendous responsibility on the part of 
the banking department to work for 
the stockholders through the medium of 
the trust department. 

In turn, the trust men have a job to 
do for the banking department, a job 


‘*Everyone has been talking 
about banking and trust busi- 
ness except the bankers and 
trust men. People have been 
asking questions and they have 
been getting answers, most of 
them wrong. It is time your 
voices were heard in those places 
where public opinion is formed. 
Tell the romantic story of trust 
service in your trade clubs, your 
Rotary, your Kiwanis, your 
P, T. A., women’s clubs and a 
hundred and one other organiza- 
tions which will gladly welcome 
you. I know of no other form 
of public relations effort that is 
so easily or effectively done as 
these talks,’’ suggests Mr. Drew 
in the accompanying portion of 
an address before an ABA Re- 
gional Trust Conference. 





in which most of them have been pretty 
remiss. Aside from the routine savings 
and commercial accounts and an occa- 
sional letter of credit or safe deposit 
box which the trust department ar- 
ranges, the entire trust staff must be 
alive to the policies and the develop- 
ment program of the rest of the bank. 
They must make an effort to obtain new 
loans, to check criticism, improve 
methods and develop new departments. 

I wonder how many trust officers 
have invited their directors to a dinner 
and told them the human, vital story 
of their department. I wonder how 
many have addressed personal letters to 
their stockholders enclosing a live book- 
let on a live service and not merely 
a catalogue of the things the law says 
we can do. 


ABA Facilities 


In all your new business work and 
all your development plans, make use 
of the marvelous facilities that are be- 
ing provided you by the trust division 
of the American Bankers Association. 
I pay tribute to the leadership and in- 
spiration of Roland Clark. I know the 


‘‘Why not break away from 
the old formula of attracting the 
attention of the law students by 
will drafting contests, and sub- 
mit a contest involving the so- 
lution of estate problems. Let 
them see, perhaps for the first 
time, the business side of trust 
administration. Then, too, I 
wonder how many of you have 
ever invited a law class to visit 
your department and see with 
their own eyes the great volume 
of detail and complex work that 
you perform as executor and 
trustee. It is much better than 
reading about it in books. Let 
them meet your president, take 
them into your directors’ room, 
and let them operate a trust de- 
partment for an hour or so, each 
assuming certain responsibilities 
in the management of a fictitious 
estate.’’ 
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ability of Harold Stonier. I respect and 
admire Gilbert Stephenson and I have 
confidence in the program of Mr. Booth 
and his trust counsellors. I have worked 
for many years with Merle Selecman 
and find his genius the spark that moti- 
vates many great movements in the trust 
cause. These men are eager to help 
you. They have the facilities, the equip- 
ment, the experience and the skill. The 
trust officer who doesn’t ask their co- 
operation is deliberately overlooking 
great opportunities to benefit his own 
department. 


Talk About Trust Work 
We have been talking about the efforts 


of the individual trust men. Aside from 
the fundamentals we have discussed 
there are certain tested public relations 
methods that can be applied to the trust 
service. There are plans that can be 
undertaken jointly or programs that 
can be sponsored by your own insti- 
tution. 

First, let’s talk about our business. 
Everyone has been talking about bank- 
ing and trust business except the 
bankers and trust men. People have 
been asking questions and they have 
been getting answers, most of them 
wrong. It is time your voices were 
heard in those places where public 
opinion is formed. Tell the romantic 
story of trust service in your trade 
clubs, your Rotary, your Kiwanis, your 
P. T. A., women’s clubs and a hundred 
and one other organizations which will 
gladly welcome you. I know of no 
other form of public relations effort 
that is so easily or effectively done as 
these talks. If you need suggestions 
for speech material, Merle Selecman 
will be glad to supply you with some 
excellent forms. And don’t think that 
you have to be an orator or a spell 
binder. Quite the contrary. Remember 
there is no speech quite so eloquent and 
effective as that simple statement of 
fact delivered by a sincere man who 
knows what he is talking about. Pre- 
pare in advance a news release for your 
speech so that you may not be mis- 
quoted and: your public will not be 50 
or 100 at the meeting but the tens of 
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thousands who read the evening paper. 
Another plan that has proven success- 
ful, and again I draw on my California 
experience, is the “Information, Please” 
type of meeting. The formula for this 
type of program is simple. Questions 
were obtained from a selected list of 
guests, they were catalogued and each 
division assigned to a banker for 
answer. Publicity is one of the most 
important by-products of this type of 
program. In our meeting the answers 
to given questions were carried in the 
newspapers of eight counties and one 
paper used the text as a feature of its 
editorial page for more than a week. 
Another type of public meeting that 
has proven effective for banking and 
can be applied to trust work as well is 
built around a featured speaker at a 
public meeting. A selected group of 
guests are invited to this meeting and 
some of them are perhaps asked to com- 
ment briefly on their experience with 
trust service. This can be made a highly 
effective meeting. Here again it is im- 
portant to tie the publicity to the major 
speech and include in your story the 
testimonials in behalf of trust service by 


the prominent men and women you in- 
vited as your guests. 


Law Student. Contacts 


Every once in a while the trust com- 
panies get a bright idea that they should 
call on the law schools and tell them 
something about the trust company. In 
other parts of the country substantial 
work has been done in this direction. 
These visits should have a definite place 
on the calendar of every trust man and 
better yet, if it could be made the duty 
of a committee from your local asso- 
ciation. 

Why not break away from the old 
formula of attracting the attention of 
the law students by will drafting con- 
tests, and submit a contest involving the 
solution of estate problems. Let them 
see, perhaps for the first time, the busi- 
ness side of trust administration. Then, 
too, I wonder how many of you have 
ever invited a law class to visit your 
department and see with their own eyes 


the great volume of detail and complex 
work that you perform as executor and 
trustee. It is much better than read- 
ing about it in books. Let them meet 
your president, take them into your di- 
rectors’ room, and let them operate a 
trust department for an hour or so, each 
assuming certain responsibilities in the 


management of a fictitious estate. 


In your contacts with the schools by 
all means reach the teachers, the 
teachers in both the law schools and 
those departments of your universities 
that should have a direct interest in the 
business side of trust administration. 

Some trust associations have success- 
fully sponsored weekly columns of trust 
news and comments in one of their local 
papers. I urge your consideration of 
this simple but effective medium, but 
support your paper with paid advertis- 
ing. 
Take the lead in streamlining probate 
procedure. Make it business-like, effi- 
cient and more rapid. The public will 
thank you. 


Defend Good Name 


Be ever ready to defend the good 
name of the trust institution. Meet 
misinformation with information, theory 
with fact, unreasoned emotion with 
calm, deliberate judgment, and impos- 
sible ‘promises with proven plans. Be 
quick to answer the critic but don’t 
stoop to his level and engage in a brawl 
in the public press. You must balance 
this program of protest with one of 
commendation. When an editor or a 
speaker writes or says something good 
about the trust institution, let him know 
you appreciate it. He receives so few 
letters of appreciation that yours will 
make a vivid impression upon him. We 
have tried the plan for two years in 
California and I earnestly recommend 
its use. 

Inspire your staff to new heights of 
loyalty, efficiency and zeal for the trust 
cause. Let every man know his own 
job, know his trust company and his 
bank. Talk about it—sell it—improve 
it—and by all means, fight for it. It 
is high time’ we had a militant trust 
movement. 


THE BANKERS MAGAZINE for February, 1941 





Bankers Must Stady Farm 
Problems 


By Myron A. LimBocKER 
President, Citizens National Bank, Emporia, Kansas 


T first it was probably not the in- 
tent of the laws creating Govern- 
ment farm lending agencies that 

the agencies function as direct com- 
petitors of banks, but the fact that they 
are in existence makes them competitors, 
and as bankers we can just as well con- 
sider they will always be in existence. 

How effective this competition proves 
to be will depend on the attitude of the 
banker and his willingness to make in- 
tensive study of the agricultural prob- 
lems, that he may justifiably extend 
much more credit than in the past and 
at rates comparable to those granted by 
agencies of the Government. If this can- 
not be done, we can expect the business 
of these agencies to increase and that 
of the country banker to decrease. 


Land-Use Programs 


The effectiveness of land-use adjust- 
ment programs depends on the degree 
to which they are supported by those 
facilities of credit made available to 
farmers and their education to a sound 
and effective use of credit. The informa- 
tion on land use planning maps which 
comes from these surveys is of immeas- 
urable value to the banker, and not only 
enables him justifiably to greatly extend 
credit to farmers for their ultimate 
benefit, but increase the business and 
profits of a country bank. We know 
that agricultural loans, except those on 
livestock that are being fed for market, 
are not very liquid, and to benefit a 
farmer, the banker must entertain loans 
of longer duration if he is going to be 
of assistance. To justify this, the banker 
must have just such information as can 
be obtained under the land-use planning 
program. 


Such problems are to be considered, 
for example, as obtaining and utilizing 
credit for crop and livestock production, 
farm operating costs, and family living 
needs confronting farmers of all groups 
and classes. The purpose and the length 
of time for which credit is needed vary 
widely with the individual farm opera- 
tions and the immediate situation—from 
relatively long-term investments in 
foundation breeding livestock to imme- 
diate short-term needs for seed and feed 
to produce a crop, for labor and ma- 
terials to harvest a crop, or for tem- 
porary care of livestock and family 
periods during an emergency. 


Up to the Bankers 


It is up to the bankers to get on the 
outside and show, their interest in solv- 
ing these agricultural problems and 
help the farmer, or sit idly by on the 
inside and watch the Government or its 
agencies take this business out of their 
hands. 

The bankers have an important and 
patriotic réle to play in bringing this 
country back to normal, and a personal 
interest in maintaining our present sys- 
tem of banking. It is time for every 
banker to promulgate an “outside pro- 
gram” in his own community and assist 
in solving local problems, aid business, 
help the farmer, keep abreast of pro- 
posed legislation, support the defense 
program, and, by so doing, show that 
the individually conducted bank is still 
an integral force necessary to the eco- 
nomic success of the country.—From a 
recent ABA Regional Conference ad- 
dress. 
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SURVEY 


Condensations from Magazines, Reviews, 
Reports, Bulletins, Radio Discussions, 
Advisory Services, Newspapers, etc. 


VESTED INTERESTS AND INFLATION PROSPECTS 
Monthly Bulletin, American Institute for Economic Research, Cambridge, Mass. 


OVERNMENT sponsorship of 
vested interests began long before 
the New Deal, but it is only dur- 

ing the past decade that such vested 
interests have been given direct access 
to the Treasury of the United States to 
an extent that may endanger the na- 
tion’s solvency. The most powerful 
politically, if not yet the most rapacious, 
of these vested interests, are the farmers, 
or at least that portion of the farm 
population sharing in the land conserva- 
tion, crop-rotation “loans,” and other 
benefit payments. It is probably no ex- 
aggeration to assert that, in much of 
the farming area of the United States, 
the gentle rain of checks from the Fed- 
eral Treasury has become of far greater 
concern to the farmers than the rain so 
earnestly prayed for in former years. 

The political power of the farmers is 
enormous, judging by the actions of 
practical politicians. Even the Presi- 
dential candidate of the Republican 
Party during the recent elections was 
careful to assure the farmers that the 
payment of benefits would be continued 
until a solution to the farm problem 
had been found. Therefore, it seems 
obvious that the clamor for more and 
larger benefit payments will not be re- 
sisted by any politicians who may be 
in office for some years to come. On 
the contrary. we have nearly reached 
the point where the major parties’ prin- 
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cipal pleas for the farmers’ votes are 
based on competitive promises to raid 
the Treasury for the farmers’ benefit. 

The local political organizations that 
have become beneficiaries of the WPA 
and PWA expenditures form a second 
group of powerful vested interests. The 
mayors of the big cities present a united 
front in opposition to economies in 
these expenditures. They have formed 
what is in effect a “Committee of Treas- 
ury Raiders,” and their representatives 
do not hesitate to threaten political re- 
prisals on anyone in Washington from 
the President down. 

Finally, there are the veterans. It is 
already apparent that we are to repeat 
the post-Civil War experience, and the 
process has just begun; the peak of 
expenditures for this purpose is prob- 
ably a decade or two in the future. By 
that time, the men now being drafted, 
the veterans of the 1940 emergency, will 
be seeking their “adjusted compensa- 
tion.” 

The effect of continuous payments to 
these vested interests will inevitably 
tend to foster inflation. From the polli- 
ticians’ point of view, it is always more 
expedient, more “practical,” to appro-» 
priate the money and then devalue the 
dollar if necessary when the pressure 
of inflationary debt becomes greater 
than the public will bear. Effective pro- 
tests against this procedure will depend 
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on more widespread understanding of 
the real nature of such expedients. 
Probably we shall have to follow the 


TEEL production and stock prices 
probably largely explain the con- 
servative restraint with which most 

of the year-end reviews estimated the 
prospects for general business activity 
in 1941. The argument involving steel 
production is that since rates of output 
have for many weeks been at virtually 
the full capacity of the industry no great 
expansion is possible, and that there- 
fore not much increase in general busi- 
ness activity can be reasonably antici- 
pated. There is a good deal of 
plausibility in this argument during a 
period like the present one when the 
heavy industries are more important 
factors in the business situation than 
they have been for more than a decade. 
Nevertheless most of such reasoning 
is likely to be fallacious. Probably it 
will prove to be true that a _ long- 
sustained volume of steel production at 
about these high levels cannot fail to 
induce expanding volumes of output 
from long lists of other heavy indus- 
tries, and later on important increases 
in the flow of goods from the light in- 
dustries making consumers’ goods. Con- 
siderable proportions of the recently 
produced steel have been going into the 


HE spending theory has run through 

a number of variations. In the 

early thirties the deficits of the 
Government were regarded as a form 
of “pump priming”—a method of dis- 
tributing purchasing power. Later, up 
to 1937, the deficits were justified as a 
“compensatory” mechanism—the Gov- 
ernment was to spend freely in short 
periods when business—especially the 
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FACTORS IN THE BUSINESS FUTURE 
Business Bulletin, The Cleveland ‘Trust Company, Cleveland, Ohio 


THE SPENDING THEORY IN DEFENSE ECONOMY 


Fortune Magazine 


path of recent French monetary experi- 
ence for several more years before we 
gain the requisite wisdom. 


siocking up of plants which make ma- 
chinery and implements, and they will 
soon be reappearing in the form of fin- 
ished manufactured goods. 

Stock prices have for so many decades 


been considered by business men as . 


constituting barometers of business ac- 
tivity that it is difficult for them to 
expect much expansion of industry and 
trade when stock market quotations per- 
sist in remaining in the doldrums as 
they have during recent months. The 
fact is that stock prices have lost their 
former attribute of acting as trustworthy 
indicators and forecasters of changes in 
business activity. That loss may not 
be long-lasting, but at present it is real. 

If stock prices had now the relation- 
ship to industrial production that they 
did have as recently as during 1935, 
1936, and early 1937, the index of 
prices of 420 stocks compiled by the 
Standard Statistics Company would 
now be 100 points higher than it ac- 
tually is. That means that stock prices 
would be on the average almost twice 
as high as they now are. Stock prices 
no longer forecast business expansion, 
but in the long run they are likely to 
be dragged upwards by it. 


heavy-goods industries—was in the dol- 
drums. Thereafter, particularly with 
TNEC testimony, the theory was ad- 
vanced that one basic trouble with the 
economy was oversaving, which the in- 
vestment of private industry could not 
absorb. Carried to its conclusion this 
would make the need of a Government 
deficit permanent. And it is, indeed, 
in terms of this theory that it is now 












sometimes argued that we can look on 
the mounting deficits of the Treasury 
with unconcern. 

Such a conclusion, unhappily, is not 
warranted. Granted that we have a cer- 
tain hedge against inflation in the farm 
surpluses, nevertheless the need today 
is scarcely for theories of spending; and 
the tortuous arguments of the thirties 
along this line seem somewhat academic. 
The fact is that the deficits are going 
to have to be big because of the speed 
of rearmament. But there is every rea- 
son for holding them in control through 
a heavy taxing program aimed primar- 
ily at the raising of revenue. 

It is argued that such a program, 
seriously applied, would cut consump- 
tion. But heavier income taxes would 


probably reduce demand fur yoods 
where shortages may appear anyway— 
automobiles, for example, and products 
taking large amounts of steel and ma- 
chining. It is argued that heavy taxes 
might impede re-employment. With the 
heavy-goods sector of the economy 
booming, that is scarcely likely. And 
finally a taxing program would have 
two enormously important results in 
strengthening the Government’s fiscal 
position: it might cut down its bank 
burrowing and its creation of deposit 
money. It would be an affirmation of 
what the bulk of the American people 
believe in their bones: that the creation 
of public debt should be held to a mini- 
mum where a nation is stripping the 
decks for defense and for possible war. 


U. S.-ARGENTINA ECONOMIC PROBLEMS 


Institute of International Finance, New York University, New York City 


(Nore: Recent American credits to Ar- 
gentina have only temporarily relieved that 
country’s foreign trade problem arising out 
of the loss of European markets and 
sources of supply, according to the bul- 
letin “Effect of the European War on the 
Argentine Economy” issued recently by 
Dean John T. Madden, director of the In- 
stitute of International Finance of New 
York University. The following is a por- 
tion of this bulletin): 


RADE relations between the United 

States and Argentina have always 

been handicapped by the fact that 
the United States is also a large pro- 
ducer of the principal Argentine prod- 
ucts, and hence Argentine exports to 
the United States are more or less 
limited. As a result of the recent in- 
crease of Argentina’s imports from the 
United States, the shortage of dollar 
exchange which is constantly interfer- 
ing with the normal trade relations be- 
tween the two countries has become 
more serious than ever. 

Three remedies for the chronic short- 
age of dollar exchange in the Argentine 
have been suggested: (1) American 
credits; (2) direct investments of 
American capital; and (3) an increase 
in imports by this country from the Ar- 
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gentine. All three of these measures 
fox improving the economic relationship 
between the two countries have certain 
advantages and disadvantages. 

Credits granted Argentina by the 
Export-Import Bank or any other lender 
undoubtedly would alleviate temporarily 
the dollar exchange shortage. The 
question, however, arises as to how 
these debts can be repaid. It is im- 
probable that upon termination of the 
war the European nations will be will- 
ing to permit Argentina to use the ex- 
change accruing to her in the trade with 
those countries for paying debts to the 
United States. Thus, short-term or 
medium-term credits granted by the 
Export-Import Bank would be beneficial 
as a temporary remedy, but in the long 
run they might aggravate the interna- 
tional financial position of Argentina, 
particularly in relation to the United 
States. 

Direct investments are generally con- 
sidered as highly desirable. They 
would place dollar exchange at the dis- 
posal of Argentina, which could be used 
for buying goods in the United States. 
Furthermore, the development of new 
industries would lead to a diversifica- 
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tion of the national economy of Argen- 
tina and-thus to a gradual rise in the 
standard of living~ef the population, 
resulting in increased imports. It is 
feared, however, that direct investments, 
particularly in certain instances, would 
become competitive with American in- 
dustry in general, and especially with 
American-owned establishments already 
operating in Argentina. While an in- 
flow of American capital to the Argen- 
tine for direct investments would un- 
doubtedly have a beneficial effect on 
the national economies of both coun- 
tries, the fact cannot be overlooked that 
such a flow of capital is bound to be 
slow and would not alleviate the short- 
age of dollar exchange which prevails 
at the present time. 


The third method suggested is to in- 
crease Argentine exports to the United 
States. Economic relations between two 
countries rest on a sound foundation 
when they are based on an interchange 
of commodities and services. Multi- 
lateral trade, which permits buying and 
selling in most favorable markets, is 
admittedly a better method and a more 
advantageous arrangement than the 


cumbersome government controlled bi- 
lateral system of international com- 
merce. 


In order to enable Argentina to in- 
crease her purchases in the United 
States, it is argued, the United States 
should permit the importation of a mod- 
erate quantity of certain Argentine 
products, such as beef, and thereby put 
dollar exchange at the disposal of the 
Argentine. While it is evident that the 
United States is not suffering from a 
shortage of meat products and that the 
importation of such goods might have 
a somewhat adverse effect on cattle 
growers in the United States, the prob- 
lem must be approached from the 
broader national angle. If the Argen- 
tine has more dollar exchange as a re- 
sult of increased exports to this coun- 
try, it will be in a position to purchase 
more in the United States. Thus, the 
advantages of increased exports to Ar- 
gentina might outweigh the disadvan- 
tages of the importation of competitive 
products from Argentina. 
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At present the outlook for increased 
imports by the United States from Ar- 
gentina is favorable. Industrial activity 
in the United States is constantly rising, 
and experience has shown that imports 
into this country rise and fall with the 
increase and decrease in business ac- 
tivity. As a result of the rearmament 
program, the importation of such com- 
modities as hides, wool, and linseed has 
already increased, and there is a pos- 
sibility that imports of other commod- 
ities will also rise. 

Trade between the United States and 
the Argentine can be improved by 
adopting all of the suggested measures. 
Credits by the Export-Import Bank and 
the Treasury will alleviate the tem- 
porary shortage of dollar exchange. 
Carefully selected direct. investments in 
enterprises supplying products not 
available entirely or in sufficient quan- 
tities in the United States will not only 
provide dollar exchange now, but also 
gradually lead to a diversification of 
the national economy of the country. 
Increased imports by the United States 
will in turn lead to increased exports 
to the Argentine. 

A sound economic relationship be- 
tween the United States and Argentina 
is of greater importance today than 
under peacetime conditions. The de- 
fense program of the United States is 
based on hemisphere defense, and if 
through mutual concessions the trade of 
the United States with the Argentine 
could be increased, it would lead to 
better political relations, a factor of the 
utmost importance in national defense. 


© 
MERCHANDISE CREDIT 


WE must merchandise credit and serv- 
ice the same as a department store does, 
and merchandise them at a profit. This 
merchandising profit must start from 
within and we must educate our cus- 
tomers to the fact that we are an essen- 
tial part of our community. We must 
operate at a profit to be able to serve 
our customers and our community ade- 
quately.—_W. W. McEachern, President, 
Union Trust Company, St. Petersburg, 
Florida, in a recent address. 
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Recent Speeches Given Before National, 
Regional or State Groups — Digested 
or Excerpted for Your Convenience .. . 


THE BANKER’S PART IN COMMUNITY DEVELOPMENT 
By A. E. BrapsHAw 


President, National Bank of Tulsa, Tulsa, Oklahoma 


BELIEVE that we should look upon 
the part we play in community de- 
velopment not alone from the local 

standpoint, but as an aid to the cause 
of banking in general. In recent years 
propaganda has created the belief in 
many minds that only Federal agencies 
are making loans to business and indi- 
viduals, just as it has created the false 
impression that industry can no longer 
be depended upon to furnish employ- 
ment to American wage earners and that 
numerous alphabetical agencies are the 
only solution to the nation’s social and 
economic problems. 

I know of no better way of counter- 
acting this propaganda and of enlisting 
a host of friends who will bear witness 
for us in the court of public opinion 
than by aiding in the development of 
our community. The merchant or manu- 
facturer to whom we extend intelligent 
financial aid in time of need, the wage 
earner to whom we make a monthly 
payment loan, and the farm boy whom 
we help to start a herd of: cattle, all 
contribute their part to the community, 
and in helping them we help the com- 
munity and at the same time make 
friends for chartered banking. 

Our first and most important job is 
to run a good bank. My own idea is 
that our banks need to be more than 
depositories. Our first obligation is to 


our depositors, but we also have an ob- 
ligation to our stockholders, and if we 
meet this latter obligation we must be 
loan conscious. I do not mean to infer 
that we are not loan conscious, even 
though there has been much propaganda 
to the effect that banks are not meeting 
the credit requirements of their com- 
munities and of industry in general. 

I think we have done a good job; 
yet, as impressive as our record of mil- 
lions of loans is, I think there is room 
for further improvement, especially if 
we are to counteract this false propa- 
ganda with which the public is con- 
stantly bombarded. We must be more 
aggressive in seeking prospective bor- 
rowers instead of waiting for them to 
come to us. We should strive to sell 
our product the same as any merchant. 

Any aggressive banker will take an 
active part in community affairs. I think 
the president and board members should 
set the example for the officers and em- 
ployes to follow. No one individual can 
do the job. Even with all of us work- 
ing and doing our part it will mean 
that each of us must work in charitable 
drives, work on various civic commit- 
tees, and contribute financial support to 
particular projects or charities. It is a 
civic duty and part of our job as 
bankers is to meet our civic duty.— 
From a recent ABA Regional Confer- 
ence address. 
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HOLD EXPANSION WITHIN NORMAL BOUNDS 


By Percy C. Mapeira, Jr. 
President, Land Title Bank and Trust Company, Philadelphia, Pa. 


HE banking profession today is 

confronted with a serious problem, 

one made even greater by the Na- 
tional Defense Program. The banks are 
meeting the situation in a manner that 
is justifying their position in our eco- 
nomic structure. 

It is a two-fold problem. First, there 
is the problem of extending loans and 
credit directly to defense’ industries. 
This, in itself, is important enough. We 
are aware that our rearmament program 
must go forward without interruption 
and that the entire essence of its suc- 
cess is speed and more speed. 

We realize, too, that this defense pro- 
gram is more than a mere granting of 
contracts to large industries. It is, in 
fact as well as in deed, a marshalling 
of all our resources—of our small plants 
as well as our large ones. It is the 
small plants, the small manufacturers— 
the subcontractors, who may hold the 
key to our entire defense production— 
who most require banking aid. 

The banks are rising to this emer- 
gency. They have done so voluntarily 
and are doing all in their power to aid 
the defense program. 

But, and this is something that we 
must not forget, we are at peace. War 
has not struck the United States—and 


we all hope that it never will. We have 
domestic problems as well as defense 
problems. We have peacetime industries 
that are requiring capital and credit. 

Business is improving, salaries and 
wages and payrolls are rising. Buying 
power has increased and is increasing. 
Many mills today are behind in filling 
orders. Inventories are practically non- 
existent. Business and industry want to 
expand to meet this increased business. 

It is the duty of the banks to help 
this expansion and yet, at the same time, 
to hold this expansion within normal 
bounds. It is the banks who must help 
the business man and the manufacturer 
to guard against mushroom expansion, 
against an expansion of facilities far 
beyond the normal business demand 
when this situation is over. Yet, the 
banks want the plant to take advantage 
of the increased demand; they want the 
retailer and the wholesaler to reap the 
benefits of the increased buying. 

The problem the banks have to solve, 
mainly for the future welfare of their 
communities, is what constitutes proper 
business and plant expansion. I be- 
lieve they are doing it. I know the 
daily decisions that they are making are 
contributing to the future stability of 
America’s industrial structure. 


FIND REASON FOR MAKING LOAN 


By Georce T. SPETTIGUE 
Time Plan Service Corporation, New York City 


BANK is nothing but a store which 
has credit for sale, but it is run on 
most unorthodox principles. It has 

a purchasing department which never 
says “No” and every buyer (teller) has 
standing orders to buy all the credit 
that is offered him. Having stacked this 
credit on the shelves we must sell it at 
a profit; that is to say, we must make 
loans. After all, a loan is nothing but 
a sale of credit. Can you think of the 
average banker as a salesman? He is 
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more likely to be one of the finest 
returned-salesmen in the world. It has 
been said that as soon as a banker 
makes a loan he begins to worry about 
how to get the money back into the 
bank. 

To be successful in consumer credit 
we bankers must change our viewpoint. 
We must find a reason for making a 
loan, rather than a reason for declining 
it; we must try to keep the money em- 
ployed with safety, rather than trying 
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to get it back into the bank at the 
earliest possible moment. This change 
in attitude finds us failing to do many 
things we ought to have done and, even 
more, doing those things we ought not 
to have done. We ought to overcome 


our marble hall and glass eye complex 


and create a friendly interested attitude. 

But, there is still health in us. We 
are awake to our shortcomings and are 
studying them. We may conclude that 
the necessary corrections will be made. 
—From an address at the recent Finan- 
cial Advertisers Association convention. 


MANAGEMENT PROBLEMS OF BUSINESSES IN TRUST 


By Tuomas H. Beacom, Jr. 
Vice-President, First National Bank of Chicago, Chicago, IIl. 


OST management problems of 
businesses left in trust arise from 
the corporate form of family en- 

terprises, rather than from individual or 
sple proprietorship companies or part- 
#rships. This arises from the fact that 
the laws of most states do not give 
executors the power to carry on sole 
proprietorships, and because in the case 
of partnerships, the original business 
enterprise ceases to exist upon the death 
of one of the partners, and a new one 
is begun with the surviving partner as 
manager. 

However, virtually all businesses re- 
gardless of their legal form have four 
“common denominators” of manage- 
ment. Aside from service occupations, 
which occasionally can be operated 
without any machinery, there are four 
universal elements. These are men, 
money, machines, and materials. These 
four “M’s” are the four horsemen of 
the balance sheet, and these four factors 
must be aided and abetted by sound 
marketing and merchandising policies 
and organization. 

Strictly speaking, the balance sheet 
will not list men as an asset. In the 
factory and on the payroll, however, 
men will loom large. Their shadow will 
fall on the profit and loss statement. 
They will be found under the classifica- 
tion of “salaries and wages” and under 
“selling and administrative expenses.” 
They affect the “cost of materials.” A 
corporate fiduciary has facilities for 
comparing the work done in one plant 
with the results achieved in another. 
Take advantage of opportunities in that 
direction. A real contribution can be 
made to the average business by the 
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corporate fiduciary who draws upon 
other experiences when advising on 
matters of policy that affect the well- 
being, the efficiency, and the morale of 
the men who are on the firing line. 
Every company requires an A-] man- 
ager. When you find that man, give 
him his head. 


Immediately after acquiring a new 
business, a fiduciary must find out how 
much money is in the company. An 
independent audit is advisable. It will 
measure the trustee’s responsibility. If 
there is insufficient working capital, find 
out from the instrument of the trust 
whether or not there is power in the 
fiduciary to invest additional funds or 
to loan new money. Make certain that 
no personal liability is assumed if, as 
a stockholder, the fiduciary gives ap- 
proval to the borrowing of the funds 
by the corporation. 

Make a chart of the company’s rec- 
ord. Study curves on it. If sales are 
going down and expenses are going up, 
the business is sick. If profits are 
anemic, the company may need an in- 
fusion of new blood in the management. 
If the assets are frozen, perhaps a hot 
sales campaign can thaw them out. Get 
the directors together frequently and see 
that they assume their proper share of 
the responsibilities. 

If economies can be effected through 
purchase of new machinery, lend sup- 
port to the management when such pur- 
chases are recommended. Watch the 
depreciation account and make certain 
that adequate reserves are maintained. 
If there seems to be any lack of ag- 
gressiveness in the management, or an 
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inclination to stick to antiquated busi- 
ness methods, draw in some consultant 
engineers to survey the business. 
Finally, keep an eye on the taxes. 
With substantial increases in normal tax 
rates still in prospect and the addition 
of a graduated excess profits tax, divi- 
dend policies will have to be accom- 
modated to new tax burdens. Closely 
held corporations have been singled out 
for special attention by the Government 
in its drive to impose penalty taxes 
where there have been unreasonable ac- 
cumulations of surplus. The nub of the 


HE country banker today must face 
the streamlined machine age with 
its abundance of money, its never 

ending low interest rates, hundreds of 
finance companies, and many govern- 
mental loan competitors. Bank earn- 
ings have decreased and expenses have 
increased during the past five years. 

There is only one way to meet these 
conditions. We must formulate a pro- 
gram and outline policies which will 
be acceptable to the depositors, stock- 
holders, officers, and employes—a pro- 
gram productive not only for them, but 
for the community which we serve. 

I would recommend to the executives 
of the small country bank that they 
gather together and analyze the bank. 
Go back into the records of your bank 
fifteen, ten, and five years ago. See 
what income and expenses amounted to 
at the end of each of these three periods. 
Check the interest rates received and 
paid and the cost of operation in de- 
tail and then ask whether or not the 
bank has kept abreast of the times by 
improving the methods in which daily 
transactions are handled. During this 
space of fifteen years, new forms have 
been developed, new machinery has ap- 
peared, and these will save time and 
reduce overhead. 

A journal should be kept listing all 
the supplies the bank must purchase 
and a perpetual inventory should be 
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A PROGRAM FOR THE COUNTRY BANK 
By W. W. McEacuern 


President, Union Trust Company, St. Petersburg, Florida 
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trustee’s problem in the supervision of 
any business enterprise comes down to 
this: there is one dollar to divide. Gov- 
ernment can have part of it for taxes; 
labor, and management can have part 
of it for supplying the commodity used 
in manufacturing, altering, or selling; 
the man who from his savings provides 
the machinery of production can be paid 
for its use. No one of these four groups 
can have all of the dollar, because not 
any one of them can operate without 
the other.—From an address before a 
recent ABA Trust Conference. 


kept. A year’s supplies should be bought 
in advance. Depreciation should be al- 
lowed for on machinery and equipment. 

An operating budget should be set 
up for a year—a budget with a definite 
objective. In preparing this budget, 
the quota of income from bonds, loans, 
service charges, exchange, box rents, 
and various other sources of income 
should be estimated. When income has 
been estimated, expenses should be ex- 
amined with an “eagle eye” toward re- 
ducing them. 

The officials of a well-managed insti- 
tution should classify assets of the bank. 
This classification ought to cover each 
and every asset of the entire bank in 
order that best results may be obtained. 
The classification should be set up on 
the basis of reserve position, such as 
cash, prime bonds, secondary bonds, 
loans, and so on down the line. By 
setting up a classification of assets, 
banks are enabled to obtain the maxi- 
mum income at a minimum risk. I 
would recommend that a key system be 
worked out and as each new asset is 
acquired, whether it be a bond or a 
loan, that it be marked and a weekly or 
monthly total be presented to each 
officer and to the board of directors. 
This will give the management an ex- 
cellent picture of the bank and its 
progress.—From a recent ABA Regional 
Conference address. 







LOOKING BACK 


Selections from the Banking, Financial 
and Economic Thought of the Past 
Which Apply to Today’s Problems. 


Enitep By KEITH F. WARREN 


90 YEARS AGO 


The Bankers Magazine 


Branch Mint for New York 


The proposition for the ‘establish- 
ment of a Branch Mint at New York is 
again before Congress, and will be 
acted upon in a few days. Another 
proposition has been made, to obviate 
this new establishment, authorizing the 
New York Sub-Treasury or Custom 
House to receive Mint Certificates as 
cash. This substitute will not meet the 
wants of the commercial people of New 
York, which city must remain in per- 
petuity the great commercial centre of 
the United States. A still better move 


February, 1851 


would be to abolish the branch mints 
of New Orleans, Dahlonega, and Char- 
lotte, at which points the expense of 
coinage is too great to be profitable, 
and concentrate all the coinage at the 
two cities of New York and Philadel- 
phia. 

Nearly every ounce of gold-dust and 
foreign coin imported into the Atlantic 
States arrives at New York, where it 
should be convertible into American 
Coin, without subjecting the owners to 
the expense and labor and loss of time 
incident to transmission to and from 
another city. 


50 YEARS AGO 


The Bankers Magazine 
The Silver Question 


As the free coinage of silver is the 
leading financial question, we have 
given considerable space in the present 
number to arguments for an against it. 
The position of the Macazine has been 
consistent from the beginning. We be- 
lieve that both metals are needed to 
effect the exchanges of the world and 
that England and Germany are making 
a costly mistake in attempting to tran- 
sact their enormous business princi- 
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February, 1891 


pally by the use of gold. The financial 
occurrences in England during the last 
few months ought to convince the 
dullest that the gold supply is entirely 
insufficient for the uses required of it. 
A larger quantity is imperatively needed 
to remove the strain now attending 
business transactions. The example of 
France ought to be conclusive in this 
regard, but if only one metal is used, 
there are many reasons why gold should 
be preferred to silver. As the pending 
free coinage bill would place this coun- 
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try on a silver basis, and thus practi- 
cally demonetize gold, it seems to us 
clear that the measure should be de- 
feated. In other words, if only one 
metal can be kept in general use, the 
preference should be given to gold; 
and we do not perceive how both can 
be, with free coinage. . . . 

At present the sentiment in favor of 
the free coinage of silver seems to be 
weakening, but the public should be 
everywhere informed concerning the 
nature and probable effects of the 
measure. The action of the Bank of 
America of New York is significant. 
In adopting a form of contract ex- 
cepting the receipt of silver payments, 
is practically the over-throwing of the 


use of the metal for monetary purposes 
to this extent. The .constitutionality of 
such a contract is questioned, but if it 
be legal it would seem to open a way 
for escaping, perhaps, from the worst 
consequences of the free coinage of 
silver. Some people think it possible 
to maintain the present standard by ex- 
cluding foreign silver, and favor the 
amendment containing the provision 
that was considered somewhat in the 
Senate. We can discover no virtue in it, 
however. If free coinage is adopted, 
and gold disappears, as we think it will, 
foreign silver will not come here, for 
in that event, it will be worth no more 
than in the countries where it now 
exists. 


25 YEARS AGO 


The Bankers Magazine 


Bank Deposit Insurance 


Bankers who are opposed to the joint 
guaranty of deposits seem never to have 
realized that whether they believed in 
such guaranty or not, they were already 
compulsorily contributing to such a 
fund. 

Every panic within our personal 
observation and study, now extending 
over nearly a quarter of a century, has 
been marked by distrust of the banks 
and followed by a more or less general 
“run” on the banks of the country. 
These extraordinary calls have caused 
numerous bank failures and serious 
losses to all banks. Every bank has in 
some way shared in this loss and has 
been forced to make up a part of it. 
How has this been done? 

In the panics of 1893 and 1907 clear- 
ing-house certificates and currency were 
issued to the extent of hundreds of mil- 
lions of dollars, and these certificates 
and currency were virtually borrowed 
at from six per cent. interest and up- 
wards. The revenue collected by the 
Government on emergency currency 
issued during the crisis arising from 
the European war alone amounted to 
$2,977,000. This interest represented 
an insurance premium on the country’s 
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bank deposits. Again in 1914 a large 
amount of emergency currency was 
taken out under the Aldrich-Vreeland 
Act for all of which interest was paid. 
The taking out of this currency and of 
the clearing-house certificates was for 
the purpose of meeting demands for 
deposits; in other words, a practical in- 
surance of the payment of depositors 
and an actual payment of them. The 
interest which the banks paid for the 
certificates or currency represented the 
premium rate for insuring deposits. . . 

But this is not the only way in which 
banks involuntarily contribute to a fund 
for deposit insurance. In every time 
of general banking distrust there are 
heavy withdrawals; and to provide for 
these, loans must be called by the com- 
mercial banks and securities pledged” 
for loans or sold outright by savings 
banks, resulting in a loss in either case. 
Nor are these demands for the payment 
of deposits confined to banks under 
suspicion. Even such prudently man- 
aged institutions as the mutual savings 
banks of New York have experienced 
serious runs at such times and have in 
some instances found it necessary to 
impose restrictions upon the with- 
drawal of deposits. 
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i Publie Relations 


Digests of Recent Ideas, Campaigns, 
Advertisements, etc. 


Humanizing the Statement 


Adding a friendly note to their an- 
nual statement of condition, the State 
Street Trust Company, Boston, Mass., 
carries an illustration of a painting 
in President Allan Forbes’ office— 
“Houqua’s Garden.” The reader is in- 
vited to view the original painting in 
the president’s office, and copy explains: 

“Houqua was the best known of all 
the Chinese compradors who transacted 
business with the early New England 
merchants and sea captains, many of 
whom were entertained in this garden 
in those days which seem so peaceful 
in contrast to the present situation in 
China. 

“Tt is natural for New Englanders to 
take a deep interest in the present plight 
of China because of the many family 
traditions throughout this section which 
are based on the friendly relations with 
the Chinese during the first part of the 
19th century.” 

Effective use of the State Street Trust 
Company’s statement is also made by 
carrying a trust department message 
calling attention to the value of agency 
service for the busy business man. 


Everyday Services 


Titled “Using Your Bank to Your 
Best Advantage—Kight Everyday Serv- 
ices,” a recent booklet issued by The 
Cleveland Trust Company, Cleveland, 
Ohio, describes the bank’s checking, 
money order, savings, thrift, travelers’ 
checks, utility bill payment, and safe 
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deposit box services. The advantages 
of each of these services are stressed, 
and the charges for each are given. 


Lincoln Memorial Trail Map 


An 18 by 22 inch pictorial map, cov- 
ering those years of Abraham Lincoln’s 
life from birth until his nomination to 
the Presidency of the United States, was 
recently issued by The Northern Trust 
Company of Chicago. The map shows 
where Lincoln worked as a ferryman, 
location of the graves of Ann Rutledge 
and Nancy Hanks Lincoln, the court- 
house where Lincoln practiced law, the 
various places he lived, etc. 


Millions for Defense 


Illustrated by a drawing showing 
Uncle Sam building a wall while watch- 
ing bombs bursting in the distance, a 
recent newspaper ad of The Irvington 
National Bank, Irvington, New Jersey, 
offers defense financing to local busi- 
ness and industry in a simple, straight- 
forward manner. Under the appropriate 
caption “Millions for Defense,” copy 
reads: 

“A vitally important part of our 
country’s preparedness program lies in 
financing the needs of business concerns 
which will furnish materials and arma- 
ments required for defense. 

“Irvington business and industry par- 
ticipating in defense orders, either di- 
rectly or indirectly, may call, phone or 
write to the Irvington National Bank 
for financial assistance to purchase raw 
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EYE-CATCHERS 


These bank ad heads caught our 
eye and made us read the ad. How 
about you? 




















His Monument Is the Thankful 
Hearts of Humanity 
—American Trust Company, 


Charlotte, North Carolina. 





















No Crystal Gazing Here 
—State-Planters Bank & Trust 
Company, Richmond, Va. 


It’s No Easy Job to Be 
a Friend’s Executor 

—Chicago Title & Trust Com- 
pany, Chicago, IIl. 



















You Will Never Know Until 
Your Husband Dies What He 
Has Done for You 

—tThe Citizens & Southern Na- 
tional Bank, Atlanta, Ga. 
























This Business of Love 
—The Huntington National 
Bank of Columbus, Ohio. 


So That More of the Eagle’s 
Brood May Learn to Fly... 


—Bank of America, N. T. & S. A. 


San Francisco, California. 





















materials, supplies, machinery and 
equipment and to meet payrolls. 

“The Irvington National joins the 
nation’s banks offering millions for 


defense.” 



































No Crystal Gazing 








With an illustration of a crystal ball, 
a book of omens, a sorcerer’s wand, and 
a deck of cards, and carrying the cap- 
tion “No Crystal Gazing Here,” a re- 
cent newspaper advertisement of the 
State-Planters Bank and Trust Com- 
pany, Richmond, Va., brings an effec- 
tive trust department message. Copy 
reads: 

“The crystal gazers of ancient times 
would be completely confounded today 































































if they had to forecast coming events. 
The day of ‘lucky guesses’ is past. Never 
before have so many complexities en- 
shrouded the future. 

“Likewise never before have careful 
analysis and constant study of every 
development been so important. From 
small events and happenings—that a 
month, a week or even a few days ago 
went by unnoticed—have developed the 
headlines of today. And on similar 
events and happenings will hinge the 
developments of tomorrow. 

“State-Planters has no crystal with 
which to foretell the future. But it has 
developed a large staff of highly trained 
specialists who constantly study, analyze 
and interpret the facts and figures it 
receives from its nation-wide contacts— 
for it firmly believes that constant study 
and group judgment are prerequisites 
to successful property management 
today. 

“On these principles all of its services 
are built—supervisory accounts and 
management trusts to assist you with 
your investment problems now, executor- 
ships and testamentary trusts to help 
the members of your family later on.” 





From Cambridge 


A colorful and attractive series of 
statement stuffers for use in 194] has 
been prepared by the Harvard Trust 
Company, Cambridge, Mass. Stressing 
Cambridge as a site wherein some of 
the best fundamental industries have 
always been prosperous, and with whose 
progress the bank has been identified 
for the past eighty years, these folders 
carry the running title “From Cam- 
bridge,” and describe various local in- 
dustries and products. 

The first in the series, titled “From 
Cambridge: Safer Flying,” deals with 
the Wright Brothers Wind Tunnel at 
the Massachusetts Institute of Tech- 
nology, explaining the use and value of 
this tunnel. Others in the series deal 
with polaroid light controls, the re- 
search laboratory of Arthur D. Little, 
Inc., the Cry-o-Vac latex food preserva- 
tive bag, the A. H. Hews & Company 
flower pot manufactory, Blanchard Ma- 
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chine Company products, J. W. Greer 
Company confectioners’ and _ bakers’ 
machinery, General Radio Company 
products, etc. Each folder is well illus- 
trated, and the story is told in an inter- 
esting, informative manner. Advertis- 
ing for the Harvard Trust Company is 
limited to a signature plate, carrying the 
slogan “Supplying Every Banking Need 
in Cambridge and Belmont, Massa- 
chusetts.” 


Builders of the Carolinas 


An interesting and effective series of 
newspaper advertisements devoted to 
men who have played an important part 
in the building of the Carolinas is being 
carried by the American Trust Com- 
pany, Charlotte, North Carolina. Ads 
have outlined the careers and contribu- 
tions of such men as James W. Cannon, 
W. S. Lee, James Lide Coker, Robert 
Hall Morrison, James B. Duke, Leonidas 
L. Polk, etc. Each ad is tied to the 
bank by a closing paragraph. For ex- 
ample, the ad dealing with James B. 
Duke closes: “The American Trust 
Company has always liked to work 
shoulder to shoulder with builders who, 
like Mr. Duke, have laid the foundation 
for even greater prosperity in the Caro- 
linas. Many of these builders have 
made use of our facilities in numerous 
ways. Our resources are available at 
all times to assist those who are build- 
ing for the future. Our bank offers a 
complete banking service for the firm 
and individual.” 


Letter to Manufacturers 


Early last month, 2,000 Brooklyn, 
New York, manufacturers received the 
following letter, signed by George P. 
Kennedy, president of the Lafayette 
National Bank of Brooklyn: 


American business is showing its eager- 
ness to speed production to the fullest in 
order to insure the success of our national 
defense program. 

American banks are lending every ef- 
fort to speed financing, too. 

Lafayette National Bank is prepared to 
work hand in hand with Brooklyn manu- 


New Horizons—New Services 


No business can escape change. And in this constant 
development of new methods, products and services, 
customers of the Cleveland Trust Company find this 
bank always prepared to meet modern financing needs of 
business and individuals. This is a bank for all the people. 


A striking and highly appropriate 

illustration, coupled with good layout 

and short, simple copy, attract atten- 

tion and insure the reading of this 

recent Cleveland Trust Company 
newspaper ad. 


facturers engaged in defense production 
and to that end we have developed a work- 
able plan of financing—a plan which takes 
in all steps from the purchase of raw ma- 
terial and its processing through to final 
payment of invoices by the United States 
Government. 

It would be a pleasure to discuss your 
particular problem with you. We think 
we can help find the answer. 


War and Trust Funds 


The January issue of the monthly 
Journal published by The Union & New 
Haven Trust Company, New Haven, 
Conn., is devoted to a timely study of 
“War and Your Trust Fund.” Phases 
of the subject covered include: Re- 
mitting income to invaded countries; 
trusts of non-resident aliens com- 
mandeered; what happens to com- 
mandeered funds; principal in irrevoc- 
able trusts untouchable; other advan- 
tages of irrevocable trusts; how will 
your trust be affected? etc. 
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BRIEFS 


Items of Interest from Many Sources— 
Condensed for Quick Reading 


Bank Sidelights 


Of real interest to the general public 
as well as to stockholders and customers 
of the bank are the “sidelights” set 
forth in the annual report of President 
Paul Thompson of the Corn Exchange 
National Bank and Trust Company, 
Philadelphia. Mr. Thompson states: 

“Few people realize the breadth and 
volume of a bank’s daily work. In 
1940 the Corn Exchange Bank’s average 
daily deposits were $5,271,471. 

“The total amount of money de- 
posited was $1,581,000,000. 

“Checks drawn by depositors were 
paid by us numbering 5,534,429. 

“We collected checks drawn on other 
banks numbering 10,916,100. 

“The number of items handled daily 
averaged 54,835. 

“Inasmuch as figures reflect none of 
the spirit or purpose that lends human 
values to these monetary symbols we 
would be remiss if we did not mention 
the fine character of the work and the 
loyal and codperative attitude of the 
five hundred and sixty men and women 
who handle this business. 

“At the same time we make apprecia- 
tive and grateful acknowledgment to 
the 2,750 stockholders and to the many 
thousands of customers without whose 
good will these satisfactory results of 
1940 would have been unobtainable.” 


Mutual Savings Anniversary 


This year marks the 125th anniver- 
sary of the mutual savings bank sys- 
tem. Today, these institutions, operat- 
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ing in 17 states, hold more than 10 and 
a half billions of small savings capital, 
distributed among 15 and a half mil- 
lions of accounts. This sum is some- 
thing less than one-sixth of American 
bank deposits and constitutes the great- 
est accumulation of savings ever 
brought together by one group of bank- 
ing institutions. The average regular 
account, $843.07, reflects the very wide 
distribution of these funds. Since each 
account usually involves the welfare of 
at least two persons, the total entered in 
mutual savings bank pass books repre- 
sents readily avaiiable capital for prob- 
ably one-fourth the population. 


N. Y. Regional Conference 


Defense loans, agricultural and con- 
sumer credit, current economic develop- 
ment, and public relations are the prin- 
cipal topics to be considered at the 
regional conference of the American 
Bankers Association to be held in New 
York City, March 5-7, it is announced 
by P. D. Houston, ABA president and 
chairman of the board of the American 
National Bank of Nashville, Tenn. 


A thousand bankers from twelve 
eastern and New England states are ex- 
pected to attend the three-day confer- 
ence. Invitations have been sent to 
ABA member banks in Connecticut, 
Delaware, District of Columbia, Maine, 
Maryland, Massachusetts, New Hamp- 
shire, New Jersey, New York, Pennsyl- 
vania, Rhode Island, and Vermont. 
More than a score of speakers who are 
experts in their fields are to address the 
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conference, and panel discussions will 
be held on virtually all major banking 
subjects to be considered. 

The theme of the conference, “Im- 
proved Banking Service Through Effec- 
tive Codperation,” will be discussed by 
President Houston at the opening ses- 
sion on March 5. A luncheon meeting 
will be held on Friday, March 7, which 
will feature an address by W. Randolph 
Burgess, president of the New York 
State Bankers Association and vice- 
chairman of the board of the National 


Small Mortgagor Safest 


Evidence that the small borrower 
represents one of the safest loan pros- 
pects in today’s home mortgage busi- 
ness is brought out by the fact that a 
majority of delinquencies and fore- 
closures occur in the larger loan 
brackets, according to a survey recently 
completed by the Division of Research 
and Statistics of the Federal Home Loan 
Bank Board. Whereas the average loan 
outstanding was $2,800, the average de- 
linquent loan was $3,000. Whereas the 
average foreclosed property sold was 
disposed of at a price of $2,600, the 
average foreclosed home remaining on 
the books of the surveyed institutions 
was valued at $4,200. “These facts 
bear out previous statistics which show 
that the best market for homes is in the 
low class group,” the Bank Board eco- 
nomists point out. “It is the higher 
priced properties which are most diffi- 
cult to sell.” 


Savings Deposits Increase 


Savings deposits in banks, increasing 
for the seventh successive year, reached 
$25,750,050,000 at the close of June, 
1940, according to statistics compiled 
by the Savings Division of the Ameri- 
can Bankers Association and recently 
published by the association’s Research 
Council. 

Reaching an all-time high of $28,- 
479,631,000 in 1930, savings deposits 
declined until 1933, when they 
amounted to $21,125,534,000, the asso- 
ciation’s report shows. After that time, 
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their growth was slow and hesitant until 
1938, but since that year they have 
mounted at a steadily accelerating pace. 
For the year ended with June, 1940, the 
gain was $669,103,000 over the total of 
the previous year. 

The increase was general in all parts 
of the country, with no marked .varia- 
tion in the percentage of gains in the 
various geographical sections. The 
nation-wide average savings account per 
capita rose to $196, compared with 
$168, the low point reached in 1933. 
One in every three persons throughout 
the country has a savings account in a 
bank, the association estimates. 


Posting and Proving Plans 


Because of its value in outlining com- 
mercial bookkeeping plans for every 
bank’s requirements, and its contribu- 
tion toward reducing costs and meeting 
requirements of the present work week, 
a new 20-page booklet “Ten Posting 
and Proving Plans,” issued by the Bur- 
roughs Adding Machine Company, De- 
troit, Mich., will be of interest to 
bankers. Designed for use in conjunc- 
tion with analysis of bookkeeping de- 
partment problems, the booklet presents 
ten basic proof procedures adaptable to 
all banks, and includes various plans 
under dual and single posting routines, 
with concise illustrations explaining the 
text. 


Union Trust Changes 


The board of directors of the Union 
Trust Company, Springfield, Mass., an- 
nounce the election of former President 
William E. Gilbert as chairman of the 
board and trust officer, and the election 
as president of William T. Taylor, 
formerly vice-president of the Com- 
mercial National Bank and Trust Com- 
pany of New York City. 


ABA Insurance Digest 


James E. Baum, secretary of the In- 
surance and Protective Committee of 
the American Bankers Association, an- 
nounces publication of a new digest of 
bank insurance designed to help banks 
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review and improve their insurance 
coverage. 

The digest will contain a condensed 
schedule of insurance contracts designed 
to cover risks peculiar to banking; an- 
alyses of blanket bonds, fidelity bonds, 
burglary, robbery, forgery and other 
bank coverages; comments on insur- 
ance essential in handling personal 
trusts and estates and corporate trustee- 
ships; outline of customers insurance 
pertaining to commercial loans, com- 
modity and consumer loans, security 
transactions, depositors forgery risks, 
etc., etc. 


Philadelphia National Changes 


Following the recent board meeting 
of The Philadelphia National Bank, 
Philadelphia, Pa., Joseph Wayne, Jr., 
announced his resignation as president 
of the bank and his election as chair- 
man of the board. Evan Randolph, 
formerly vice-president, has been 
elected president, and Charles P. Blinn, 
Jr., also a former vice-president, has 
been designated executive vice-presi- 
dent. Mr. Wayne’s announcement fol- 
lows, by only a few months, his cele- 
bration of fifty years of service with 
the Philadelphia National and the com- 
ponent banks brought together in this 
the largest banking institution in the 
Third Federal Reserve district. 


Louisville ABA Conference 


The program for the ABA regional 
banking conference to be held in Louis- 
ville, Kentucky, March 20-21, has been 
completed, it is announced by P. D. 
Houston, president of the American 
Bankers Association. The area em- 
braced by this, the second of the ABA 
regional conferences of the current sea- 
son, includes the fifteen states of Ala- 
bama, Arkansas, Florida, Georgia, 
Illinois, Indiana, Kentucky, Michigan, 
Missouri, North Carolina, Ohio, South 
Carolina, Tennessee, Virginia, and 
West Virginia. 

Addresses and panel discussions on 





Convention Dates 


NATIONAL 


April 23-25—ABA Consumer Credit Con- 
ference, Hotel Statler, St. Louis, Mo. 


April 27-30—ABA_ Executive Council 
Spring Meeting, the Homestead, Hot 
Springs, Va. 

April 30-May 2—National Association of 


Mutual Savings Banks. Bellevue-Strat- 
ford Hotel, Philadelphia, Pa. 


June 2-6—American Institute of Banking, 
St. Francis Hotel, San Francisco, Calif, 
September 28-October 2—American Bank- 


ers Association, Hotel Stevens, Chicago, 
Ill. 


STATE AND REGIONAL 


February 46—ABA Mid-Winter Trust 
Conference, Waldorf-Astoria Hotel, New 
York, N. Y. 


February 10-12—Minnesota Bankers Con- 
ference, University of Minnesota, Minne- 
apolis, Minn. 


February 11-12 — Independent Bankers 
Association, St. Paul, Minn. 


February 12—Ohio Bankers Association, 
Mid-Winter Meet, Columbus, Ohio. 


March 5-7—ABA_ Regional Conference, 
Waldorf-Astoria Hotel, New York City. 


March 20-21—ABA Regional Conference, 
Brown Hotel, Louisville, Ky. 


April 10-12—Florida Bankers Association, 
Hollywood Beach Hotel, Hollywood, 
Florida. 


April 18-19—National Association of Bank 
Auditors and Comptrollers, Annual East- 
ern Regional Conference, Boston, Mass. 


April 18-19—New Mexico aBnkers Associa- 
tion, Lordsburg, New Mexico. 








banking subjects varying from national 
defense financing to bank ‘operation 
techniques have been arranged for 
morning, afternoon and evening ses- 
sions during the two-day meeting. The 
conference will close with a public 
meeting for the customers of banks in 
the Louisville area on Friday evening, 
March 21, featuring an address by Dr. 
William A. Irwin, educational director 
of the AIB, and a musical entertain- 
ment. 
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